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Abstract 
This study examined the contributions and limitations of microfinance in addressing the financial 
exclusion of people on low incomes in Australia. This investigation differed from previous studies, 
in that it examined financial inclusion from the viewpoint of recipients’ financial access and financial 
capability after completing a microfinance program. As its underpinning theoretical standpoint this 
study employed a social constructionist paradigm that emphasised people’s experience and 
incorporated the four key concepts of the Capability Approach, namely functionings, capability, 
freedom and agency. The conceptual model situated people’s ability to achieve financial inclusion 
from a consideration of the opportunities and barriers people encountered in their lives. 
 
This qualitative study explored the perceptions of recipients and workers of the contributions and 
limitations of two microfinance models in Australia. These two microfinance models are the “spend-
first” model as in the No Interest Loan Scheme (NILS) program and the “save-first” model as in 
AddsUP and Saver Plus matched savings programs.  The research data was collected using semi-
structured interviews with microfinance recipients and program workers, using a purposive voluntary 
sampling method. A total of 37 people participated in semi-structured interviews, 17 from the “spend-
first” model, nine recipients from the “save-first” model, and 11 microfinance workers. Out of the 26 
recipients, 17 were from a culturally and linguistically diverse (CALD) background and 11 of this 
group were from a refugee background. The data was analysed thematically.  
 
The two microfinance models made different contributions to people’s ability to achieve financial 
inclusion. Recipients valued the “spend-first” model (NILS) as non-exploitive credit and as a “savings 
in reverse”. The use of these loans was an alternative to using costlier forms of credit to meet 
immediate needs and to achieve functionings. This model also assisted CALD recipients from a 
refugee background to integrate into Australian communities and built trust with community 
members. By viewing the NILS model as a circular fund where repayments benefit others, this model 
fostered a strong sense of responsibility for migrants and non-migrants recipients alike. The “save-
first” model provided a one-off matched fund of up to $500 upon completion of the savings period. 
Both the matched savings programs emphasised developing a savings habit as the key to improving 
people’s financial capability. The opportunity for interaction during Saver Plus’s financial education 
classes contributed to recipients’ social wellbeing by fostering a sense of community, enhancing 
recipients’ social networks, and enabling sharing of financial ideas and information among recipients.  
 
The original conceptual framework was revised to contextualise the potential enhancers or inhibitors 
of the opportunities and barriers recipients encountered in their lives by examining their goals and 
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values, individual abilities and their external environment. The revised model integrated these 
opportunities and barriers with an external freedom in the form of a microfinance program, the key 
concepts in the Capability Approach, and people’s ability to achieve financial inclusion from the 
recipients’ and workers’ perspectives. Recipients considered their capacity to achieve financial 
inclusion as being influenced by their individual abilities, goals and values and the external 
environment. Recipients clearly thought that they were managing their finance well as they could 
make ends meet on a limited income, despite having multiple demands, and having difficulty in 
increasing their incomes. On the other hand, workers generally did not situate people’s ability to 
achieve financial inclusion within the context of opportunities and barriers people encountered in 
their lives, and generally linked people’s ability to achieve an outcome to their individual 
responsibility. Workers suggested that recipients had a spending mentality and needed financial 
education to better manage their finance, hence emphasising the usefulness of the financial 
conversations of the “spend-first” model and the financial education classes of the “save-first” model 
(Saver Plus) to improve people’s money management skills.  
 
Even though the NILS program assisted recipients to smooth their expenses and provided a freedom 
for recipients to achieve a functionings, recipients generally did not report longer-term capability 
change. The majority of the matched savings recipients were savers prior to the commencement of 
the savings programs and it was unclear if their savings behaviour during the program was due to 
these prior habits or the result of the programs. Furthermore, the lack of understanding of 
microfinance workers of the opportunities and barriers people encountered in their lives, as well as 
the imposition of eligibility criteria, limited the contributions of microfinance. Together, these 
findings provided evidence and contributed to knowledge and theory to better inform relevant 
stakeholders in employing microfinance optimally as a development tool, suggesting the need to 
consider people’s functionings, capability, freedom and agency, in addressing the financial exclusion 
of people on low incomes. 
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CHAPTER ONE: INTRODUCTION 
1.1 Overview 
This study examines the contribution made by, and the limitations of, microfinance in improving 
access to finance and financial capability it provides. In seeking to understand people’s ability to 
achieve financial inclusion it takes into account the opportunities and barriers people face. The 
microfinance models that are investigated are a “spend-first” model as in the No Interest Loan Scheme 
(NILS) and a “save-first” model as in the matched savings programs of AddsUP and Saver Plus. 
 
While the majority of Australians are well served by the mainstream financial services sector, there 
is a significant group which has limited access to affordable and fair mainstream financial products 
(Connolly, 2014). One in every five Australian adults is either unable to obtain safe, affordable and 
appropriate financial services, or they experience financial exclusion (Muir et al., 2016). According 
to Connolly (2014), financial inclusion in Australia is measured by the number of mainstream 
financial products a person has, such as a transaction account, a moderate amount of credit and some 
general insurance. This definition saw 16.9% of the adult Australian population as either fully 
excluded or severely excluded in 2013. Of this, 1% of the population were fully excluded or did not 
have any access to financial services and 15.9% were severely excluded, having only one financial 
services product. Excluded groups include young people aged 18-24; unemployed people; people of 
culturally and linguistically diverse backgrounds, and people earning between $20,000 to $25,000, 
or the working poor (Connolly, 2013). When financially excluded, people are not able to participate 
in affordable banking, access fair and affordable credit and have little provision for the future 
(Landvogt, 2008). Financial exclusion also hinders people’s ability to effectively use financial 
resources, smooth consumption, and manage risks (Financial Literacy and Education, 2013a) and 
may drive people towards using fringe loans1 and lenders who charge high interest (Howell & Wilson, 
2005; Marston & Shevellar, 2011). 
 
In addition to a lack of access to financial products and services, having limited financial capability 
can also lead to financial exclusion (Byrne, McCarthy, & Ward, 2007; Financial Literacy and 
Education, 2013a; Hulme & Arun, 2009). Having access to financial products does not guarantee 
financial well-being; instead, such access can contribute to stress and hardship, particularly if people 
do not know how to use them (Russell, Doan, Cattlin, Godinho, & Fang, 2012). Financial education 
is thought to be an important element in financial inclusion (Cohen & Nelson, 2011; OECD 
                                                     
1 These are short-term, high interest loans, such as payday loans and pawn brokers (Shevellar & Marston, 2011). These 
loans are typically accessed by low income customers who are excluded from mainstream credits (Infosys 
Techonologies Ltd, 2008).  
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International Network on Financial Education, 2015). It is thought that with financial education, 
valuable knowledge, skills, and information can be provided for people to help them understand their 
finances, use financial products and services effectively, and promote attitudes and behaviours to use 
financial resources optimally (Arashiro, 2010; Cohen & Nelson, 2011). In other words, financial 
education is seen to improve financial capability.  
 
People need financial capability to handle financial information and to choose appropriate financial 
products (McQuaid & Egdell, 2010), because not only are there more financial services and products 
nowadays, they are also more complex in nature and harder to understand (McQuaid & Egdell, 2010; 
Willis, 2008). Without financial capability, people may not understand the risks of their financial 
choices or actions (Deb & Kubzansky, 2012) and misinformed financial decisions can have health 
and welfare implications (Willis, 2008). As people on low incomes have fewer resources with very 
little emergency buffer, they are particularly at risk of the consequences of low financial capability 
(Commonwealth Bank Foundation, 2010; McQuaid & Egdell, 2010).  
 
The current financial inclusion definition only takes into account a few personal financial products (a 
transaction account, a moderate amount of credit and insurance) without considering their financial 
capability. Current financial inclusion studies also do not consider that the exercise of financial 
capability is relative to circumstances. For example, people on low incomes are financially capable 
of managing their small resources to make ends meet (one of the financial capability indicators but 
not an indicator of financial inclusion). In addition, current studies also do not consider the 
opportunities and barriers people encounter for them to be able to achieve financial inclusion. 
People’s capability to achieve financial inclusion may be enhanced or constrained by the various 
individual and environmental factors in people’s lives. Aside from individual factors (for example, 
having a disability), some examples of the environmental factors that possibly inhibit people’s 
capability to achieve financial inclusion are – low incomes, a high cost of living in relation to income, 
income insecurity and an under-regulated neoliberal financial system (Landvogt, 2006). This study 
explores the financial access and financial capability provided by microfinance, alongside the 
opportunities and barriers people face in their lives, to gain a better understanding of people’s 
capability to achieve financial inclusion.  
 
1.1 Research significance 
Most of the microfinance, financial capability and financial inclusion studies have been located within 
individual disciplines, such as social work, economics, and finance (Godinho, 2014). Despite having 
common components, “these disparate strands of literature do not connect with each other” and thus, 
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learnings and contributions to knowledge remain very much within the individual discipline 
(Godinho, 2014, p. 9). 
 
There is a significant amount of government and corporate interest in microfinance programs 
(Landvogt, 2006). The importance of microfinance in Australian social policy is seen in the 
collaboration of banking institutions, non-profit organisations and also the financial impetus provided 
by Australian Federal government and the state government in funding these microfinance programs 
(Voola, 2013). However, there have been few empirical studies on the impact of microfinance in 
people’s lives worldwide and in Australia in particular, in promoting financial inclusion, apart from 
the evaluation or reports conducted or commissioned by the corporate and banking sectors or the 
microfinance service providers (Dale, Feng, & Vaithianathan, 2012; Holzmann, 2010; Voola, 2013). 
Furthermore, most of the microfinance research in Australia is focused on individuals’ life 
experiences of financial exclusion (Corrie, 2012). Very often, these are the anecdotes of people who 
are indebted to microfinance and, generally, they report positive outcomes.  
 
In Australia, the available studies on microfinance recipients’ financial capability are also 
commissioned chiefly by the microfinance service providers or the funders of these microfinance 
programs, for example, evaluation studies on Saver Plus (Russell, Brooks, Nair, & Fredline, 2006; 
Russell, Cattlin, & Doan, 2012; Russell & Kutin, 2015; Russell, Steward, & Cull, 2015) and studies 
on AddsUP and the No Interest Loan Scheme (NILS) (Ayres-Wearne & Palafox, 2008; Good 
Shepherd Microfinance, 2013b; Randrianarisoa & Eccles, 2016).  
 
Moreover, in most of this research, the level of financial inclusion is measured by the number of 
financial products a person has (Connolly, 2014; Connolly, Georgouras, Hems, & Wolfson, 2011), 
arising from a product-based definition of financial inclusion which does not consider the person’s 
financial capability with the provision of financial access to that person. Supporting the idea that 
financial inclusion needs to be looked at from the point of financial access and the financial capability 
of recipients (Deb & Kubzansky, 2012), the role of microfinance programs in financial inclusion has 
been recognised as not being well-understood and as under-studied (Burkett & Sheehan, 2009; 
Cabraal, 2010; Corrie, 2012; Dale et al., 2012; Holzmann, 2010), leading to a “significant knowledge 
gap” in the microfinance area in Australia (Cabraal, 2010, p. 6). Existing microfinance studies also 
do not look at the opportunities and barriers people face in their lives to achieve financial inclusion. 
Moreover, there is also little research on microfinance programs’ contribution beyond their economic 
benefits for people (Marino, 2005).  
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In Australia, the main purpose of microfinance is not on poverty eradication but on fostering financial 
inclusion of people on low incomes. As financial exclusion is linked to poverty, a study of 
microfinance is inevitably linked to the study of poverty and of the structural inhibitions that restrict 
people from achieving financial inclusion. Banerjee and Duflo (2011) argued that often an anti-
poverty policy such as microcredit failed because policymakers do not understand poverty. They 
suggested that poverty can be overcome, only when there is a new understanding of the real nature 
of poverty. Without a real understanding of the variables in people’s lives, much talk about 
microfinance in eradicating poverty (or in Australia, financial inclusion) will be pointless (Banerjee 
& Duflo, 2011). The contradiction in defining financial inclusion, lack of rigorous studies, and little 
evidence to suggest microfinance as an effective tool in poverty reduction, transformative effects, or 
improvement in living standards prompt the need for this study. The findings of my study lead to 
insights on “what works” in microfinance for people to achieve financial inclusion and what is 
microfinance “working to do” in people’s lives? 
 
1.2 Research aim and research questions  
The aim of this study is to examine the financial access and financial capability provided by two 
microfinance models on people’s ability to achieve financial inclusion, alongside opportunities and 
barriers people face in managing their living. The two models are the “spend-first” model as in the 
No-Interest Loan Scheme (NILS) approach, and the “save-first” model, as in the AddsUP and Saver 
Plus approaches. In the “spend-first” model, people borrow from the microfinance program and repay 
it later and in the “save-first” model, people have to demonstrate an ability to save to get savings of 
up to $500 matched by the bank. In this PhD study, these two models are chosen because they are the 
two key government-funded microfinance initiatives in Australia that have the widest outreach with 
the highest perceived impact on financial inclusion of the Australian population. They both involve 
the use of formal program delivery. As such, they are different in nature from self-help microfinance 
initiatives and community development activities such as savings and loans circles which were not 
the focus of this small-scale study.  
 
The research questions for this study are as follows:  
1. What are the opportunities and barriers encountered by people on low incomes in managing 
their living?  
2. What are microfinance’s contributions and limitations to financial inclusion? 
a. From the perspectives of recipients and workers, what is microfinance’s 
contribution to, and how does it limit, people’s financial access?  
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b. From the perspectives of recipients and workers, what is microfinance’s 
contribution to, and how does it limit, people’s financial capability?  
c. From the perspectives of workers, what is microfinance’s contribution to, and how 
does it limit, financial inclusion? 
3. What is the perceived role of financial education in developing people’s financial 
capability?  
4. What are the broader contributions of microfinance to people’s lives?  
 
1.3 Outline of the thesis 
This thesis is divided into eight chapters. This chapter provides an overview of the research, research 
significance, research aims and research questions, and an outline of the thesis.  
 
Chapter 2 sets the context of the study. In this chapter, the history and development of microfinance 
is reviewed, including microfinance in Australia, the broader context of microfinance and its link to 
poverty in Australia and the two microfinance programs with the widest outreach. Some key terms 
used in the study will be explained. The chapter will also review a number of empirical studies related 
to microfinance, financial literacy, and financial capability as well as the theoretical approaches to 
financial inclusion and financial capability. This includes a summary and discussion of relevant 
literature, highlighting the inadequacy of the current definition of using financial access to mean 
financial inclusion. The Capability Approach, the underpinning theory of this study, will also be 
detailed, which in turn leads to a discussion of the conceptual model of the study.  
 
Chapter 3 explains the research methodology. It explains the epistemological stance of the study and 
the rationale for using a qualitative approach to conducting this exploratory study. The sampling 
criteria, recruitment process, data collection, data analysis, rigour of the study, challenges, ethical 
considerations as well as strengths and limitations of the research approach will also be identified and 
discussed in Chapter 3. 
 
Chapter 4 answers research question 1 on the opportunities and barriers encountered by people on 
low incomes in managing their living. This chapter is divided into three sections. The first section 
discusses the constraints faced by the microfinance recipients in their external environment. The 
second section explores opportunities recipients have in terms of their individual abilities such as 
their coping strategies and their perceived money management skills. The last section of this chapter 
considers recipients’ goals and values, which can either be an enabler or an inhibitor to opportunities 
and barriers they have in managing their living. 
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Chapter 5 explores microfinance’s advantages and limitations in providing people financial access 
and answers research question 2a “From the perspectives of recipients and workers, what are 
microfinance’s contributions to, and how does it limit, people’s financial access?” This is done by 
individually examining the participation requirements of the two microfinance models.  
 
Chapter 6 discusses research question 2b From the perspectives of recipients and workers, what is 
microfinance’s contribution to, and how does it limit, people’s financial capability?, through a 
discussion on the microfinance processes used in the delivery of the two microfinance models.  
 
Chapter 7 examines the broader contributions of microfinance to people’s lives in relation to workers’ 
perception of the contribution of microfinance to financial inclusion, the role of financial education 
on financial capability, and the broader contributions of microfinance in people’s lives.  Doing so 
answers research question 2c “From the perspectives of workers, what is microfinance’s contribution 
to, and how does it limit, financial inclusion?”; research question 3, “What is the perceived role of 
financial education in developing people’s financial capability?”; and research question 4 “What are 
the broader contributions of microfinance to people’s lives?”  
 
Chapter 8 discusses the study’s findings, the strengths and limitations of the study, policy 
implications, contributions to knowledge and ends with suggestions for future research.  
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CHAPTER 2: LITERATURE REVIEW AND CONCEPTUAL FRAMEWORK 
This chapter explores the literature supporting this thesis. It is divided into six sections. The first 
section discusses microfinance in general, with the second section outlining microfinance in 
Australia. The third section defines some of the key terms used in the study followed by the fourth 
section that presents reviews of empirical studies in the areas of microfinance and financial inclusion. 
The fifth section discusses the theoretical approach of the study and presents a synopsis of the 
literature review. The sixth section discusses the Capability Approach as the underpinning theory of 
the study and presents the conceptual model of the study. 
 
2.1 Microfinance  
Since its inception, microfinance has generated a lot of hope for world poverty reduction. 
Microfinance has its roots in microcredit (Mago, 2014). Microcredit is the provision of a small 
amount of short-term credit for income-generating activities used to help people on very low incomes 
to engage in productive activities with the aim of alleviating poverty. Traditionally, microfinance 
focuses on poverty reduction in developing countries using microcredit (Fillmore, 2011). The World 
Bank identifies that the main challenge to eradicating poverty lies in the various types of inequality 
people face, such as income inequality (World Bank Group, 2016). It is assumed that with microcredit 
support for starting or expanding microenterprises, people’s income can be increased, thus eradicating 
poverty.  
 
Microfinance has been championed by policymakers, donors, and funders worldwide as an effective 
policy tool for development and poverty reduction (Banerjee, Karlan, & Zinman, 2015). Throughout 
the years, in addition to income-generating, these services are also used to build assets, smooth 
consumption, and manage risk. Pioneered by Muhammed Yunus, microcredit was first started in 
Bangladesh with a network of small lenders. It was formalised by Grameen Bank in 1983. It is 
considered one of the most notable innovations in anti-poverty policy in the last half-century (Duflo, 
Banerjee, Glennerster, & Kinnan, 2013), so much so that in 2006, the Nobel Peace Prize was awarded 
jointly to Muhammad Yunus and Grameen Bank  "for their efforts to create economic and social 
development from below"  (Nobelprize.org, 2006).  
 
While microfinance has been seen by some as a “miracle tool” for poverty reduction, there are views 
that its potential to do so has been exaggerated (Armendariz & Labie, 2011). The promise of poverty 
alleviation through microcredit is based on two assumptions. First, that it is tied to a productive loan 
invested in a microenterprise (Bateman & Chang, 2012; Ledgerwood & Gibson, 2013). A productive 
loan is one that is used for an income-generating business or activity that can generate enough income 
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for people to exit poverty (Bateman & Chang, 2012). Secondly, there is an assumption that small 
loans can make big differences in the lives of people on lower incomes (Proske, 2010) through people 
taking up an entrepreneurial route through microenterprises (Banerjee, 2013; Bateman & Chang, 
2012). However, not all microfinance loans are used for income-generating purposes. People on low 
incomes either have limited capability to use these loans for income-generating purposes or they have 
“more pressing needs for products that support consumption or income smoothing” (Ledgerwood & 
Gibson, 2013, p. 15). Many microfinance recipients borrow to consume or do not wish to be in 
business as they might have a job themselves (Banerjee, 2013). Furthermore, not all people on low 
incomes have good entrepreneurial skills (Banerjee, 2013). On the contrary, Banerjee (2013) argued 
that as these people are at the margins of survival, they are the least prepared to take risks. People on 
low incomes may also lack the human capital and the connections to build successful enterprises. For 
many people on low incomes, their self-employment reflects their inability to find paid work, and 
wanting to be in business is not their life-goal (Banerjee, 2013). Moreover, there is a possibility that 
many so-called entrepreneurs failed and gave up even though they might have started initially to 
explore business options (Karlan, Knight, & Udry, 2012). Hence, there is inconclusive evidence to 
suggest that microcredit will automatically establish a pathway to poverty reduction (Bateman & 
Chang, 2012). 
 
Some others claim microfinance’s success in poverty reduction alleviation lacks rigorous evidence 
(Bisen, Dalton, & Wilson, 2012; Morduch, 2000; Zeller & Meyer, 2002). Others argue that measures 
of microfinance’s success must include its outreach, financial sustainability, and improved welfare 
impact (Singapurwoko, 2014; Zeller & Meyer, 2002), and not only on unsubstantiated claims of 
poverty reduction. Enthusiasm for microfinance without evidence of poverty reduction has created 
what Morduch (2000) calls a microfinance schism. The non-profit version of microfinance was 
gradually phased out during the 1990s, and replaced with a market-oriented model that encourages 
for-profit microfinance (Ghosh, 2013) which measures its success based on its financial sustainability 
(Bisen et al., 2012). This shift results in mission drift in microfinance institutions (Armendariz & 
Szafarz, 2011), from a welfarist to an institutionist model of microfinance (Woller, Dunford, & 
Woodworth, 1999), and a movement from poverty-reduction to profit-orientated institutions (Pierson, 
2001; Singh, 2013).  
 
A welfarist approach to microfinance is not without criticism either due to the domination of Non-
Governmental Organisations (NGOs) with grant capital. This practice has been questioned as it slows 
the development of a competitive market practice, resulting in the welfarist approach and hindering 
progress instead of accelerating change (Karlan, 2014). On the other hand, it is feared that the shift 
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to the institutionist model may sideline the needy poor under the name of financial sustainability 
(Bisen et al., 2012). When this happens, microfinance will abandon its mission to serve the very poor 
and target their services instead to the not-so-poor (Mersland & Strom, 2010; Singh, 2013). Concerns 
exist over whether an institutionist model of microfinance is able to solve a social issue, such as 
poverty, by using market solutions; and whether a welfarist approach can realise their mission of 
poverty reduction, without a market solution (Bisen et al., 2012).  
 
There are some researchers who think that microfinance is doing more harm than good. Bateman and 
Chang (2012, p. 13) suggest that microfinance is doing little for poverty reduction and is instead 
creating a barrier to “sustainable economic and social development”. For example, microfinance’s 
sustained access to credit can lead to people being more relaxed in savings (Banerjee, 2013). People 
may not choose to save for their children’s  schooling expenses when they know that they can have a 
microfinance loan (Banerjee, 2013). As people on low incomes are often perceived to be impulsive 
spenders (Banerjee & Mullainathan, 2010), there is criticism that microfinance promotes temptations 
because it encourages people to borrow more than necessary, driving people into deeper poverty 
(Banerjee, 2013). It is suggested that with an inability to resist temptation and a spending mentality, 
people on low incomes will repeatedly borrow (Banerjee & Mullainathan, 2010). Therefore, sceptics 
have argued that although microfinance organisations have brought much needed financial services 
to the poor, these organisations have the potential to become glorified money-lenders that profit on 
people’s low resistance to temptation (Duflo et al., 2013). In some cases, microfinance borrowers 
have to pay for the full cost of microfinance services, such as wages of officials (Bateman, 2010). In 
addition, when there is little competition, vulnerable borrowers, and profit-seeking microfinance 
institutions, people may be subjected to exploitation (Karnani, 2011), or the lenders seen as making 
profits off the poor (Duflo et al., 2013), the people they originally set out to help. Therefore, Bateman 
and Chang (2012) challenged the association of microfinance and poverty reduction as well as local 
economic and social development. In other words, instead of poverty reduction, these scholars argued 
that microfinance has become a component of the poverty trap itself (Banerjee, 2013; Bateman & 
Chang, 2012; Karnani, 2011).  
 
On the other hand, Banerjee (2013) and Duflo et al. (2013) also argue that the lending aspect of 
microfinance, or microcredit, facilitates a saving opportunity. Instead of using it as an income-
generating loan, microcredit is used by people on low incomes as an alternative way of saving 
(Cabraal, 2010; Rutherford, 2001). The pro-microfinance group also argues that microfinance is 
necessary because the mainstream banks fail to provide access to financial products and services to 
people on low incomes. People on low incomes often lack access to mainstream credit and do not 
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have the opportunity to build savings through these formal institutions (Karlan, 2014). In addition to 
credit, people on low incomes also need other financial services, such as savings, insurance, and 
remittances (Armendariz & Labie, 2011; Ledgerwood & Gibson, 2013). Mainstream financial 
providers have countered that there is no demand for such services and that financial services to 
people on low incomes are unprofitable, in effect creating a gap between the need of people on low 
incomes for financial services and the availability of these services (Robinson, 2001). This gap can 
be met by the microfinance institutions.  
 
Since its introduction by Grameen Bank, microfinance has undergone considerable developmental 
changes involving innovative trends. These five trends are: a lending methodology emphasising 
individual responsibility instead of joint liability; provision of a variety of financial products instead 
of only microcredits; the appearance of more microfinance providers instead of NGO monopolies; 
and more regulation and supervision and a reorientation in microfinance’s financial priorities 
(Armendariz & Labie, 2011). These trends shifted microcredit from its initial objective of providing 
small amounts of credit for people to engage in self-employment or business start-up (Karlan & 
Goldberg, 2011; Mago, 2014), to the provision of small loans for consumption (Mago, 2014).  
 
Microfinance is now more appropriately seen as an array of financial services to help people on low 
incomes (CGAP, 2017; Fouillet, Hudon, Harriss-White, & Copestake, 2013; Ledgerwood, Earne, & 
Candace, 2013). As people on low incomes are often not able to have their financial needs met 
through mainstream financial institutions, microfinance bridges the gap between the supply and 
demand needs for financial access of people on low incomes, and minimises their need to rely on 
informal financial methods, which can exploitive or unreliable. Using informal credit or savings 
devices to manage their money is not only unreliable, but leaves people subject to the demands of 
families and friends (Collins, Morduch, Rutherford, & Ruthven, 2009). When people on low incomes 
can use the microfinance products or services to smooth consumption, start or expand a business 
venture, manage risk, and improve family income, this will enhance development outcomes (Bauchet, 
Marshall, Starita, Thomas, & Yalouris, 2011). In other words, departing from its original emphasis 
on microcredit as a poverty-reduction tool, microfinance’s scope has expanded to take into account 
the social aspects of people’s lives, including the financial wellbeing of people and improvements in 
people’s lives (Burkett & Sheehan, 2009). The next section will turn from this global assessment to 
specifically look at microfinance in Australia.  
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2.2 Microfinance in Australia 
Microfinance is an important part of Australian social policy (Voola, 2013). In 2009, the Australian 
government established the Financial Management Program to consolidate government’s financial 
management support services to help people on low incomes to, for example, borrow money without 
having to use costlier fringe lenders (Australian Government, 2016b). In the Australian context, 
Burkett and Sheehan (2009) use the term microfinance to mean services addressing the financial 
needs of people, particularly, for people on low incomes, and groups and organisations that may be 
financially excluded. Burkett and Sheehan (2009) include in this definition small financial services 
custom-built for people on low incomes, differentiating it from the broader community development 
finance that includes loans for social enterprises. These microfinance services range from microloans, 
microsavings, microinsurance, bill-payment, remittances to superannuation, and financial advice. 
Microfinance has evolved from microcredit to become a set of tools, approaches, and strategies to 
address the needs of people who are financially excluded in Australia (Burkett & Sheehan, 2009). 
Although Australia is considered a relatively wealthy country, a report found that one in every five 
Australian adults is unable to obtain safe, affordable and appropriate financial services, or experience 
financially exclusion (Muir et al., 2016). By providing these essential financial services, microfinance 
in Australia claims to address financial exclusion (Corrie, 2011). The provision of these financial 
services is also thought to assist people to improve their quality of life (Ledgerwood & Gibson, 2013), 
and to become financially independent (Good Shepherd Microfinance, 2013c). 
 
2.2.1 The broader context of microfinance and its links to poverty in Australia  
In contrast to international representations of microﬁnance on poverty alleviation, microﬁnance in 
Australia is “couched in terms of ﬁnancial exclusion (Goodwin & Voola, 2013, p. 230)”. It is the lack 
of access to safe, fair, affordable financial products and services for people on low incomes that 
microfinance in Australia seeks to resolve (Dale et al., 2012). Differing from the original aims of 
income-generating and poverty reduction in the developing countries, microfinance in Australia aims 
to promote financial services to people on lower incomes who are finding it hard to access mainstream 
financial services (Good Shepherd Microfinance, 2013c).  
 
The microfinance movement in Australia starts in the early 1990s as a response to the deteriorating 
economic conditions and the retreat of banks from poorer communities, resulting in financial 
institutions neglecting their mission of fair value that “we forgot that we live in a community, not an 
economy” (Proske, 2010, p. 24). The existence of microfinance in Australia also highlights the issue 
that in high income countries, people on low incomes are unable to access affordable credit from 
mainstream banks because they are viewed as high-risk borrowers (Dale et al., 2012). Moreover, in 
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a neoliberal economy, banks, being profit-making institutions may not want to set up branch in a 
sparsely populated community leading to the financial exclusion (by virtue of the lack of mainstream 
lenders in their community) of many rural households (Dale et al., 2012), Hence, microfinance is 
necessary (as a suite of financial services) for around one in five Australian who experience financial 
disadvantage and isolation from mainstream financial services. 
  
Financial exclusion reduces people’s ability to participate fully in social and economic activities, 
increases financial hardship, and exacerbates poverty (Burkett & Sheehan, 2009).  In Australia, 
although microfinance is not generally used for income-generating and poverty reduction purposes, 
its link to people’s wellbeing extends beyond personal impacts. For example, Proske (2010) 
mentioned that without access to an affordable loan to repair a broken-down car children could not 
go to school in an area that has no public transport. This has a negative impact on the families’ 
emotional wellbeing and social inclusion. The inability to obtain a safe credit to buy a fridge means 
people do not have any place to store fresh food, compromising their health and general wellbeing. 
Without these small and affordable microfinance loans, people experiencing financial exclusion may 
only have fringe lenders that charge high interests to turn to. The high repayments will reduce the 
ability of people to save or invest future earnings, causing them to plunge deeper into poverty (Dale 
et al., 2012; Marston & Shevellar, 2014; Proske, 2010).  
 
Instead of preventing or alleviating poverty, there is also a concern that microfinance, in particular, 
microcredit, deepens the poverty trap in Australia. Several studies reported that people on low 
incomes often tend to borrow from multiple sources (Chen, Rasmussen, & Reille, 2010; Collins et 
al., 2009). Even though it is interest-free, a NILS loan is a loan that requires repayments. Lending to 
NILS recipients who may already have multiple borrowings can aggravate poverty when they borrow 
beyond their repayment capacity (Banerjee, 2013; Bateman & Chang, 2012; Chen et al., 2010; 
Karnani, 2011). On the other hand, the committed savings of the matched savings programs may not 
necessarily mean better welfare for recipients because people may sacrifice their present wellbeing, 
for example, by not having enough nutritious food due to the need to put money into the savings 
program (Ashraf, Karlan, & Yin, 2006). Hence, caution should be exercised in using microfinance as 
poverty prevention or alleviation strategy as it can be a double-edge sword that can cut both ways 
(Tseng, 2011). 
 
To conclude, even though microfinance in Australia has developed differently to microfinance in 
developing countries, the growing and significant link to poverty could be as vital as its roles in the 
developing countries (Corrie, 2011; Dale et al., 2012; Goodwin & Voola, 2013). 
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2.2.2 Types of microfinance initiatives in Australia 
In Australia, microfinance initiatives are funded by the Department of Social Services and delivered 
mostly by not for profit community organisations in partnership with financial insitutions, such as 
banks and credit unions. The section below will outline a few microfinance initiatives in Australia as 
mentioned by Australia’s Department of Social Services (Department of Social Services, 2017). 
 
2.2.2.1 Microfinance loans 
a. No Interest Loan Scheme (NILS) 
The No Interest Loans Scheme (NILS) has the widest outreach (Centre for Social Impact, 2014). 
NILS is a registered trademark of Good Shepherd Microfinance and supported by the Australian 
Government and the National Australia Bank (NAB). It is set up to help people who need safe and 
fair access to affordable credit. These loans are used to buy essential household items like washing 
machines, computers or furniture. NILS Loans are generally between $800 and $1,200. A person 
needs to have a low income concession card such as a health care card2 or pension card (or qualify 
for one) to be eligible and must be committed to repaying the loan within 18 months.  
 
The NILS program has its origin in 1981 when the Good Shepherd Sisters started it through Good 
Shepherd Youth & Family Service in Victoria with $20,000 of their own money, to initiate a program 
that offered people no interest loans to purchase essential household items (Good Shepherd 
Microfinance, 2016b). The creation of NILS was inspired by a problem that youth workers with Good 
Shepherd Youth & Family Service were reporting at the time, that people lacked access to ready cash 
for essential household items, hindering people from breaking out from the vicious circle of poverty 
(Good Shepherd Microfinance, 2017a). NILS was suggested, amidst initial scepticism on loan 
default, with the following principles in mind: giving money as loans and not as charity; respecting 
clients with the drawing-up of a professional Formal Loan Agreement; educating clients in 
negotiating a loan; enabling an easy payment method, charging no interest; and encouraging 
repayments for the benefits of others. By upholding these principles while giving out loans, this model 
of credit claims to uphold people’s dignity and respect (Good Shepherd Microfinance, 2017a). In 
2016, NILS is delivered by 178 local community partners in 659 locations in Australia, supported 
with operational funding from the Australian Government and more than $22 million in loan capital 
from the NAB (Good Shepherd Microfinance, 2016b). 
 
                                                     
2 Health Care Card is issued by Centrelink for low income earners to access cheaper prescription medicines, and various concessions 
from government and private organisations 
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b. StepUP loan 
Good Shepherd Microfinance, in partnership with the Australian Government and the NAB, runs 
another microfinance loan, StepUP. StepUP acts as a stepping-stone to help people on low incomes 
transition into mainstream credit products. Unlike NILS loans that are offered to people interest-free, 
StepUP provides low-interest loans to people on low incomes through community providers across 
many parts of Australia, with loans of up to $3,000 (Department of Social Services, 2017). To be 
eligible a person needs to have a health care card or pension card and have lived at the current address 
for more than three months. Unlike NILS, these loans come with a fixed interest rate of 5.99% per 
annum. The repayments of these loans are dependent upon the amount borrowed, the frequency of 
repayments (weekly, fortnightly or monthly) and the term of the loan (between six months and three 
years) (National Australia Bank (NAB), 2018). 
 
2.2.2.2 Matched savings programs 
Microfinance in Australia also includes matched savings programs for people on low incomes. Saver 
Plus and AddsUP are the two main matched savings programs in Australia. The matched savings 
programs emphasise the ability to save, unlike the microloans programs that highlight people’s ability 
to repay loans. Both matched savings programs claim to encourage a savings habit by rewarding 
people with an additional financial resource if they can demonstrate a consistent saving behaviour 
over a period of time. Such programs are grounded in the belief that the key to improving people’s 
financial capability is the development of a savings habit in people (The Smith Family, 2016). These 
programs are also based on the proposition  that social policies aimed at helping people on low 
incomes should include asset-building programs (Russell et al., 2015; Sherraden, 1991), for example, 
providing some additional financial resource for people who wish to save, as in the matched savings 
microfinance programs. Likewise, in addition to income-based assistance, welfare programs should 
create opportunities to accumulate wealth (Sherraden, 1991). As such, both types of matched savings 
programs provide some leverage for people to build an asset, by matching their savings, up to $500. 
These programs do not consider that people may be constrained financially (for example, due to 
increased living costs and inability to increase their income) for them to be able to build a savings 
habit, and thus unable to accumulate their asset in the form of matched savings. The section below 
explains these two programs in more detail.  
 
a. Saver Plus 
The Saver Plus program combines savings and financial education classes. Saver Plus is Australia's 
largest and longest running matched savings program and is delivered in over 60 locations in Australia 
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through a provider partnership3 (Brotherhood of St Laurence, 2017). Under this program, recipients 
set a savings goal and receive support and education to help them achieve it. Saver Plus is funded by 
the Australian Government and is an initiative of Brotherhood of St Laurence and Australia and New 
Zealand Banking Group Limited (ANZ). Saver Plus aims to assist families on lower incomes to 
develop a savings habit, build assets and improve their financial capability (Department of Social 
Services, 2017). When people reach their savings goal, ANZ matches their savings, dollar for dollar, 
up to $500. Matched savings are then spent on costs relating to participants’ vocational training or 
their children’s schooling, premised upon the idea that education can broaden life chances 
(Department of Social Services, 2017). Since 2003, over 32,000 Saver Plus participants have saved 
more than $17.3 million, with ANZ matching $14 million for education expenses (Brotherhood of St 
Laurence, 2017). 
 
To be eligible for Saver Plus, people need to have a concession card, be 18 years or over, have 
educational-related needs for themselves or a dependent, have some paid employment, and be able to 
demonstrate a capacity to save as well as having a connection to the area where Saver Plus is offered. 
An ANZ Progress Saver savings account has to be opened for participants to deposit their savings 
(The Smith Family, 2016).  
 
b. AddsUP 
AddsUP is delivered in partnership between Good Shepherd Microfinance and NAB. This program 
is open only to NILS or StepUP loan borrowers who have completed repaying the microfinance loans. 
AddsUP does not require that people need to have educational-related expenses, or have some paid 
employment, nor is there a requirement to attend financial education classes. It is assumed that by the 
time borrowers have repaid a microfinance loan such as a NILS loan, they have already developed 
budgeting and savings skill and have greater control of their financial situations (Good Shepherd 
Microfinance, 2016a). Participants need to open an NAB Smart Reward Saver account to deposit 
their savings.  
 
2.2.2.3 Community Development Financial Institutions (CDFI) Pilot 
There are a number of CDFIs across Australia, for example, community sector banking delivered 
through Kimberley Employment Service in North West Australia and Nahri in South East Queensland 
that  provides loans of up to $4,000; Many Rivers Microfinance that supports individuals to establish 
                                                     
3 It is delivered in partnership with Berry Street, The Benevolent Society, The Smith Family, and other local community 
organisations including Anglicare SA, Bethany, Ballarat Group Training and Jewish Care Victoria (Brotherhood of St 
Laurence, 2017). 
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a small business, small business support, financial literacy training and access to finance to aspiring 
small business owners in 13 locations across New South Wales, Queensland and Western Australia; 
Fair Loans Foundation that offers a loan up to $4,000 that can be used for any purpose and can also 
assist people to establish or repair their credit record, enabling them to access mainstream credit; and 
Fair Finance Australia that offers a loan up to $4,000 for debt consolidation, emergencies, unexpected 
expenses or any other worthwhile purpose in Brisbane and the surrounding areas (Department of 
Social Services, 2017).  
 
2.3 Definitions of key terms 
This study centres on the three key terms. Based on the above discussion the following definitions 
are being employed. 
 
a. Microfinance  
In this study, microfinance is a set of tools, approaches, and strategies addressing the needs of people 
who are financially excluded (Burkett & Sheehan, 2009). This definition does not include exploitative 
financial lenders such as payday lenders.  
 
b. Financial capability 
In this study, financial capability is people’s ability to manage financial resources and use financial 
services with regards to their needs in the prevalent social and economic conditions (Financial 
Literacy and Education, 2013a). 
 
c. Financial inclusion 
The most commonly used financial inclusion definition is the access to affordable and appropriate 
financial products (Burkett & Drew, 2008; Burkett & Sheehan, 2009; Carbo, Gardener, & Molyneux, 
2007; Chant Link and Associates, 2004; Connolly, 2014; Leyshon & Thrift, 1995).  
 
2.4 Empirical studies  
Having discussed microfinance from global and local perspectives, the next section will discuss the 
empirical studies on microfinance and financial inclusion as well as literature surrounding financial 
capability.  
2.4.1 Microfinance studies 
A considerable body of literature informs the theory and practice of microfinance as a development 
tool (Banerjee et al., 2015). The first and longest rigorous randomised evaluation of microfinance 
was reported by Duflo et al (2013) in Hyderabad, India. The study’s population had very limited 
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access to financial services, and one-third of its population lived in very poor settlements. Spanning 
2005 to 2010, 104 sampled areas of 6864 households were included. The study revealed several 
interesting results that prompted a rethinking of microfinance (Duflo et al., 2013). Half of the 104 
areas were randomly selected for the opening of a branch of a particular microfinance institution in 
2005. Two baseline evaluations were conducted, one for 2007-2008, and another one for 2009-2010. 
The study found that even though microfinance influenced household expenditure patterns and 
assisted in the creation of microenterprises, household consumption remained the same in the 
intervention areas and there were no changes in any of the development outcomes claimed by 
microfinance, such as health, education, and women’s empowerment (Duflo et al., 2013). In a study 
on the Self-Employed Women’ Association (SEWA) Bank in India, there was also little evidence to 
support its claim of success (Ghosh, 2013). However, the report did reveal that microcredit has 
allowed some people to finance a household item, or to establish or expand a business (Duflo et al., 
2013). 
 
In a separate study, Banerjee et al. (2015) found that even though there were some benefits for 
borrowers, there was little evidence to suggest microcredit as an effective tool in poverty reduction, 
transformative effects, improvement in living standards or social indicators. With evidence they 
gathered over more than a decade across five continents, Banerjee and Duflo (2011) argued that much 
anti-poverty policy such as microcredit failed because policymakers do not understand poverty. They 
put forward some thought-provoking situations such as people borrowing to save, people missing out 
on free immunisation but paying for unnecessary drugs, or the poorest in the Indian State of 
Maharashtra spending 7% of their budget on sugar. Thus, Banerjee and Duflo (2011) claim that 
poverty can be overcome, but only with a revamped understanding about the real nature of poverty. 
They suggest that without a real understanding of the variables that beset the lives of the poor, much 
talk about eradicating poverty will be futile. Hence, there is insufficient evidence to support or 
discredit microfinance’s strongest claim and criticism (Banerjee et al., 2015).  
 
In a study on two microfinance programs in 444 households in northeast Thailand, Coleman (2006) 
found that wealthier villagers benefited from the programs more than poorer villagers. The study 
reported that the wealthier villagers often became committee members and were nearly twice as likely 
to become borrowers as their poorer neighbours, and were also more likely to use their power to 
obtain much larger loans than others. Thus the study revealed that the two programs positively affect 
the welfare of wealthier household, but the impact is insignificant for the poorer households. This 
study is supported by a quantitative study in India where Dewan and Somanathan (2007) reported 
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that a poverty reduction program, such as a microfinance program, may not reach the poorest 
households due to the very limited access these households have to the microfinance programs.  
 
A study by Consultative Group to Assist the Poor (CGAP) examined four countries that have all 
experienced a microfinance repayment crisis. These countries are Morocco, Pakistan, Nicaragua, and 
Bosnia-Herzegovina and they are important microfinance markets in their respective regions. One of 
the vulnerabilities the study identified was the saturation of the microfinance market, leading to 
people having the option of borrowing from multiple sources (Chen et al., 2010). This phenomenon 
supported the work of Collins et al. (2009) that poor households often borrow from various sources. 
With the option of borrowing from multiple sources, sometimes people may end up borrowing 
amounts beyond their means, exceeding their repayment capacity (Chen et al., 2010).  
 
While the above studies reported the less satisfactory result of using microfinance as a development 
tool to reduce poverty, there were also some positive contributions reported. In a quantitative survey 
of 780 members of a Malaysian microfinance initiative, Amanah Ikhtiar Malaysia (ATM) on 
household income of women borrowers compared to new borrowers, it was reported that the business 
training of microfinance results in a positive impact on women’s household income (Samer et al., 
2015).  
 
Ashraf et al. (2006) evaluated the effectiveness of a commitment savings account on the financial 
savings of people in the Philippines. In the study, people were assigned randomly to three groups: 
one receiving the commitment-treatment group to open a SEED (Save, Earn, Enjoy Deposits) 
account; one had a marketing visit aiming to promote savings without the offer of a SEED account; 
and a control group. The SEED account was a committed savings account that restricted access to 
deposits as per the client’s instructions. The result of this study was impressive. Relative to the control 
group, people who opened the SEED account in the commitment-treatment group was found to have 
a 47% increase in savings after six months. This rate increased to 82% after twelve months. Thus the 
study concluded that not only were people willing to commit to the duration and amount to be saved, 
on average they also saved more, and the behavioural change was a lasting one. However, Ashraf et 
al. (2006) cautioned that an increase in savings does not equate to better welfare for people due to the 
potential harm that may arise from the loss of liquidity of money being tied to the committed savings 
account.  
 
Corrie (2011) explored the lived experiences of 30 financially excluded individuals and families from 
inner urban participants from Melbourne, participants from outer urban areas in Sydney, participants 
 19 
 
from regional area in Cairns and a remote population in the Torres Strait Islands, and found that 
microfinance enables financial inclusion, social and economic participation and material well-being 
among the participants. Exploring the experience of the NILS and StepUP borrowers through 
observations of microfinance workers and volunteers, Muoy (2010) reported that in addition to 
acquiring financial knowledge, developing new skills and changing behaviours, it was found that both 
types of loan borrowers also had a better quality of life. In their study on the impact of No Interest 
Loans on households, Ayres-Wearne and Palafox (2008) reported that having access to a NILS loan 
enhanced recipients’ financial knowledge as well as their ability to manage household finances. Their 
study also revealed that the NILS recipients reported personal growth, capability development and 
having better family relationships as benefits of participating in microfinance. The same report 
revealed that access to NILS loans was found to help people address needs, lessen financial stress, 
reinforce money management skills, improve lives, and enable a more positive outlook for the future. 
In addition, it was found that access to a NILS loan helped address inequality and exclusion when 
people can access the resources they need to live dignified and active lives.  
 
An evaluation of NILS by the Centre for Social Impact (2014) for Good Shepherd Microfinance also 
reported impressive results. The study showed that the experience of using financial products 
improved borrowers’ financial capability. Eighty-two per cent of the 710 NILS recipients surveyed 
acknowledged an improvement in their social and economic outcomes. The same study also revealed 
that NILS loans diverted people from using predatory money lenders, as 42% of the previous fringe 
borrowers either discontinued or reduced their dependence on fringe lending after a NILS loan. In an 
evaluation framework developed by RDS Partners with the NILS Network of Tasmania in 2014 to 
collect, analyse and discuss program improvements and social impacts of the NILS service, it was 
reported that in terms of the impact of NILS on financial stress, nearly all respondents identified some 
level of positive difference to stress and anxiety levels that they were prepared to directly attribute to 
the NILS loans (NILS Network of Tasmania, 2014).  
 
Recipients of microfinance programs are usually supported with financial education, such as budget 
support (Australian Government, 2016b). Such budget support usually takes the form of a financial 
conversation between workers and recipients during the loan application process. Corrie’s (2012) 
study revealed that these conversations improved recipients’ financial capability, particularly in 
matters related to banks and money. Randrianarisoa and Eccles (2016) also reported that these 
conversations improved recipients’ financial knowledge, skills, and behaviour but the extent of 
improvement varied among recipients depending on their existing financial capability, needs, and 
circumstances. The financial capability of recipients was found to peak at the point of financial 
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conversations and then normalised over time. Hence, to optimise microfinance’s impact upon 
people’s financial capability, Randrianarisoa and Eccles (2016) suggest the tailoring of financial 
conversations to suit recipients’ needs and circumstances, as well as ongoing support for longer-term 
behavioural change.  
 
These studies indicate that the outcomes of the financial conversations are positive, thus confirming 
the usefulness of financial conversations in building financial capability. However, there is a concern 
that the financial conversations or financial education classes will falsely boost people’s confidence 
in financial matters. When this happens, people may be led to believe that they are already proficient 
in financial matters when they are not. For example, studies have revealed that Australians are overly 
confident in their financial capability (Citi Australia, 2010; Financial Literacy Foundation, 2007). 
Hence, offering financial education may result in worse financial decisions for people if it improves 
people’s confidence but not their ability (Willis, 2008). Russell, Doan, et al. (2012) refute this 
scepticism based on their study on the impact of Moneyminded4 on participants’ financial capability. 
The study found that after participation in the financial education workshops, nearly all participants 
(93.7%) felt more in control over their finances; 88.6% of the participants felt more confident in 
dealing with a bank; 91.6% reported a greater capacity to make ends meet; 80% felt less stress about 
the future; 89.7% had more confidence in other aspects of life and 92.8% had encouraged their 
children to save. In another study, Saver Plus: A decade of impact, Russell et al. (2015) found that 
the financial education classes of Saver Plus were linked to recipients having better employment 
opportunities, increased income levels, increased intergenerational opportunities, and increased 
financial security.  
 
In addition to the benefits people derived from attending the financial education workshops of Saver 
Plus, Russell et al. (2015) also reported on the impact of the committed savings arrangement of Saver 
Plus upon the matched saving recipients’ savings rate. A committed savings arrangement was based 
on the assumption that people can and will save when suitable arrangements and incentives (matched 
savings) are in place, and that savings offer important social and economic benefits to people, their 
families, and the community as a whole. Generally, Russell et al. (2015) found that in addition to 
increased savings, participation in Saver Plus increased people’s financial capabilities, financial self-
efficacy5, and financial resilience, as well as their personal and social wellbeing. The report revealed 
that 87% of the recipients were still saving the same amount or more since completing Saver Plus. 
                                                     
4 An adult financial education program developed by ANZ in 2003 in consultation with community and government 
stakeholders and education experts. 
5 Financial efficacy is defined as people having the confidence in their ability to deal with a financial situation without 
being overwhelmed (Hira, 2010) 
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Collectively, recipients had saved over $13.5 million and the Australian Government assistance to 
Saver Plus has been a catalyst for $16 million in private sector spending on education, with a Social 
Return on Investment of at least $3.98 for every dollar of public-sector funds. It was reported by 
Ashraf et al. (2006) that when people are willing to commit to the duration and amount to be saved, 
on average they also saved more, and the behavioural change was a lasting one. Thus, the matched 
savings programs have the potential to become asset-building programs that can offer some 
opportunities for people to accumulate wealth (Russell et al., 2015; Sherraden, 1991), providing some 
leverage and equality for people on low incomes to build assets in term of some savings. 
 
Cabraal’s (2010) research appears to be the first independent study of the impact of microfinance on 
the capabilities of microfinance programs’ participants in Australia. Cabraal (2010) reported that the 
usefulness of the NILS program in financial inclusion was the provision of safe and affordable credit 
for people on lower incomes. The same study reported that in all the three programs (Enterprising 
Women Program, savings and loans circles6, NILS), participants spoke of an increased sense of 
empowerment in their lives as well as more “freedom, choice and control” (Cabraal, 2010, p. 178). 
Participants in the microfinance programs were also found to have higher self-confidence, a greater 
sense of pride and dignity, as well as a higher sense of achievement. 
 
To summarise, these empirical studies yield divergent results, ranging from having positive outcomes 
to negative impacts (Angelucci, Karlan, & Zinman, 2013). The main critique of these studies was that 
those studies that reported positive contributions of microfinance as a development tool were mostly 
conducted or commissioned by microfinance providers. For example, in Australia, most of the 
microfinance studies are funded by microfinance providers or funders and almost all reported the 
positive roles of microfinance roles in people’s lives. The predomination of studies by microfinance 
providers had led to some researchers questioning the validility of the research. For example, Duflo 
et al. (2013) questioned the possible selection bias of these studies when only very successful micro-
entrepreneurs, very thankful borrowers, or purposive selection by microfinance organisations of some 
villages over other villages were included—but not the general effect on an average borrower, or to 
the average household. This possible bias, according to Duflo et al. (2013) weakens the studies’ 
representativeness methodologically and makes it hard to evaluate the impacts of microfinance. 
Moreover, Duflo et al. (2013) questioned that even without microcredit, some borrowers would land 
on a different trajectory anyway, and thus the social transformation of that person, may or may not 
                                                     
6 These are money cooperatives, where a group of individuals come together regularly and pool small sums of their 
money into a common fund. Group members then borrow from this common fund with a no interest loan for items that 
have been approved by the group. Normally, the loans are repaid over a two-year period. At the same time members 
will continue to add to the common fund with their regular contributions (Lathouras, 2010) . 
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be a result of microfinance. Ghosh (2013) also challenged the methodology used for positive 
evaluation results, such as selection effects and unobservable characteristics. Banerjee et al. (2015) 
argued that these so-called empirical studies were based mainly on anecdotes, descriptive statistics, 
or impact studies that failed to unravel causation from correlations. A few researchers also question 
the methods used in microfinance evaluation studies, such as the lack of carefully conducted 
longitudinal or cross-sectional impact studies that can differentiate the causal effect of microfinance 
from selection effects (Armendariz & Morduch, 2010; Duflo et al., 2013). Such sceptics imply that 
the positive results reported by the microfinance studies have little empirical evidence to prove their 
validity. Having examined the empirical evidence on microfinance, the next section discusses some 
major financial inclusion and financial capability studies.  
 
2.4.2 Financial inclusion and financial capability studies 
In a national study of financial exclusion in Australia, it was reported that 1% of the Australian 
population is “unbanked” (Connolly, 2014). The “unbanked” population are people who have no 
basic financial product. A possible explanation for this low rate in Australia is the Australian 
government requirement that Centrelink payments be made to a bank account (Sain, Rahman, & 
Khanam, 2016). People who are severely excluded are people who have one financial product and 
the people who are fully excluded do not have any of the financial products listed (Connolly, 2014). 
Based on this definition, the same study found that 16.9 % of the total Australian population were 
severely or fully financially excluded (Connolly, 2014). 
 
In addition to the inability to access mainstream financial products and services, such as loans, people 
on low incomes face additional biases, for example, people on higher incomes are able to access a 
higher loan amount with a lower interest rate (Banerjee & Duflo, 2010). The lack of access to essential 
financial services leads people on low incomes to rely on informal credits, such as moneylenders 
(Bauchet et al., 2011). Banerjee and Duflo (2006) used survey data from 13 developing countries to 
document the economic lives of the poor and the extremely poor. The poor are people who were 
living on less than $2 per day and people who were extremely poor were living on less than $1 per 
day. The study revealed that for these people, the vast majority of their borrowings were from 
informal sources such as money lenders, friends or merchants, and less than 6% were from a formal 
source.  
 
There have been a number of industry studies on people’s financial literacy and financial capability 
worldwide. These studies were conducted or commissioned mostly by the corporate sectors or 
governments to look into the level of financial capability of its citizens. A literature search by the 
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researcher found that the indicators used for measuring financial capability vary; falling mainly into 
four domains: skills in money management7; knowledge of financial products8; attitudes to money9; 
and strategies used10. In Australia, there is little literature on what elements should form part of 
measuring people’s financial capability (Chardin, 2011), apart from Corrie’s (2010) study that sought 
to quantify financial capability into skills in money management, knowledge of financial products, 
attitudes to money, strategies used, or savings rate.  
 
A major financial capability survey in the United Kingdom found that about half of the population 
have limited financial capability (Kempson, Collard, & Moore, 2006). In a recent survey, it was found 
that despite the collaboration of the many organisations that are involved in helping people to manage 
their money better, the levels of financial capability remain “frustratingly low” across the UK (Fincap, 
2015, p. 4). Some of the statistics of the report in regards to managing money are that: only six out of 
ten people have a savings buffer of £500, 23% of people either revolve a credit card or use high-cost 
short-term credit and 41% of adults do not know their current account balance within £50. The same 
report mentioned that one in six people are over-indebted and just under one in six among them is 
currently seeking help.  
 
Based on a financial capability survey of over 1,500 households in Ireland in late 2007 and early 
2008, O'Donnell and Keeney (2009) reported that single parents; those with only lower secondary 
education; those from the lowest income quintile and those who are unemployed are less able to keep 
up with bills. Supporting other studies, a 2005 British survey found that 70% of people made no 
provision for future events (with renters and women less likely to plan ahead) and people (especially 
younger people and women) not understanding the risks associated with financial products (Kempson 
et al., 2006). The same research also found that people who are under the age of 40 and over the age 
                                                     
7 including aspects such as the everyday money management (Good Shepherd Microfinance, 2013a); staying informed 
(Corrie, 2012; Kempson, 2009; O'Donnell & Keeney, 2009; OECD International Network on Financial Education, 2011); 
financial skills (Financial Service Authority, 2005; Kempson, 2009; O'Donnell & Keeney, 2009; OECD International 
Network on Financial Education, 2011; Stumm, O’Creevy, & Furnham, 2013); and keeping track (Financial Service 
Authority, 2005; Stumm et al., 2013). 
8 such as choosing appropriate financial product (Corrie, 2011; Financial Service Authority, 2005; Kempson, 2009; 
Lusardi, 2011; O'Donnell & Keeney, 2009; OECD International Network on Financial Education, 2015); savings or 
insurance held (Kempson, 2009); understanding consumer rights (Kempson, 2009); knowledge of where to get help or 
how to get redress (Corrie, 2012; Kempson, 2009); financial knowledge (Yoong, Mihaly, Bauhoff, Rabinovich, & Hung, 
2013); and skills and knowledge to make financial decisions (Lusardi, 2011). 
9 including planning ahead (Corrie, 2012; Financial Service Authority, 2005; Kempson, 2009; Lusardi, 2011; O'Donnell 
& Keeney, 2009; OECD International Network on Financial Education, 2011; Stumm et al., 2013); attitudes to financial 
planning (Kempson, 2009); and personal preferences and attitudes (Yoong et al., 2013). 
10 such as how people make ends meet (Financial Service Authority, 2005; Kempson, 2009; Lusardi, 2011; Stumm et al., 
2013); general decision-making capability and self-awareness (Yoong et al., 2013); and strategies used to manage surplus 
or shortfall in money (Corrie, 2012). 
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of 70 are least well informed about financial matters. Men are found to be slightly better at staying 
informed about financial matters than women. In the area of making ends meet, this research found 
that people under the age of 40 have the most difficulty. People who rent, unemployed people and 
single parents also find it harder to make ends meet. In a financial capability study in the United 
States, Lusardi (2011) found that the majority of Americans do not plan for predictable events or 
make provision for unexpected events. The same research reported that the majority of Americans 
lack basic financial numeracy, for example, in understanding inflation and interest rates.  
 
New Zealanders are reported to have relatively high financial knowledge (Atkinson & Messy, 2012). 
This result is based on the 2012 Organisation for Economic Co-operation and Development (OECD) 
International Network on Financial Education (INFE) report of a pilot study of financial literacy in 
fourteen participating countries. Colmar Brunton Social Research Agency (2013) found that financial 
knowledge is the highest among the 35-64 year age group and among tertiary-educated people in New 
Zealand. In a similar finding, the 2009 Canada Financial Capability Survey revealed that 61% of 
Canadians with graduate level degrees reported having a budget (Arrowsmith & Pignal, 2010).  
 
In Australia, the Social Research Centre (2011) survey revealed that women, young people (age 25 
and below), people with no formal post-secondary education, those working in lower blue collar 
occupations, those with household incomes of less than $25000 a year and people with savings of 
less than $2000 are the least financially literate. The Commonwealth Bank Foundation (CBF) 
conducted the first financial literacy survey among 43,236 Year 9 and Year 10 students in 2006 and 
found that around 50% of students could not interpret a bank statement, did not understand motor 
vehicle insurance or credit card fees and surcharges, and 20% to 30% could not determine the better-
value supermarket items (CBF, 2006, cited Noon & Fogarty, 2007). Although 80% of students 
surveyed understood everyday money matters, due to low numeracy skills few students were able to 
perform the calculations required to answer financial competency questions (Noon & Fogarty, 2007). 
In a subsequent survey, the Commonwealth Bank Foundation (2010) reported that 16-25-year-olds 
comprised 42% of the bottom quartile in terms of financial literacy. A similar result was obtained in 
New Zealand, where a survey of students from five high schools found that financial literacy is lowest 
among students who are poor, those with less English ability and those with less academic ability 
(Cameron, Calderwood, Cox, Lim, & Yamaoka, 2013).  
 
The Commonwealth Bank Foundation (2010) survey revealed that people’s low financial literacy is 
often associated with defaults on bills payments, unemployment, and having a lower income. People 
with a low financial literacy skill were also reported to be the most vulnerable to financial stress due 
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to the lack of savings to fall back on during emergencies. An online survey of 1,180 adult Australians 
by Citi Australia (2010) suggested that Australians have an exaggerated self-perception of their 
financial knowledge and decision-making skills. This is supported by the survey of 7,500 Australians 
aged 12 to 75 by Financial Literacy Foundation (2007) that revealed participants are highly confident 
with their ability with money especially when it comes to everyday money management issues like 
dealing with credit, budgeting, saving and managing debt. They are less confident when it comes to 
more complex issues like investing and ensuring enough money for retirement. Participants are 
confident of their ability to budget even though many say it is an informal affair and around half of 
the population says that they do not budget properly. In terms of their ability to save, the majority of 
people say they have good saving habits, but a fifth say they do not save. With regards to their ability 
to deal with credit cards and manage debt, most people say they manage debt wisely, but some say 
they make only minimum repayments and others say they get into debt by buying things they cannot 
afford.  In terms of participants’ ability to plan for long-term financial future, only a few are confident 
in their ability to ensure enough money for retirement. The survey revealed that Australians perceived 
that they have generally high levels of ability with their money, especially when it comes to everyday 
money management skills. For example, 83% of adults said they have the ability to deal with credit 
cards; 90% said they have the ability to budget; 88% said they have the ability to save; 89% said they 
can manage debt; 69% said they have the ability to invest money and 63% said they can ensure they 
have enough money for retirement. However, the same survey also reported that when asked about 
their attitudes towards money, a significant number of Australians hold attitudes and beliefs that can 
get in the way of them managing their money better, for example, from thinking that it does not matter 
or is not important, to finding it stressful, boring or too hard. The Financial Literacy Foundation 
(2007) and Citi Australia (2010) suggested that Australians may have been overly confident of their 
financial capability. This overconfidence can potentially lead to financial hardship because 
individuals may find it hard to admit they do not understand how some financial products work and 
until they do so, they are unable to make sound financial decisions (Citi Australia, 2010).  
 
An increase in people’s financial capability leads to better financial well-being and more financial 
development opportunities which will lead to better financial inclusion (Sherraden, 2010). Deb and 
Kubzansky’s (2012) study on organisations providing microfinance and financial literacy services to 
people on low incomes in various countries found that only 25% of those who have access to financial 
services know how to use financial access wisely to their advantage. The other 75% of people who 
have financial access make financial decisions about borrowings, savings and planning for their 
financial future with little knowledge or assistance creating a “financial capability gap” (Deb & 
Kubzansky, 2012, p. ii). It is suggested that this gap needs to be addressed urgently, especially given 
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the growth in the number of financial products available in the mainstream financial and fringe 
markets (O'Donnell & Keeney, 2010). The present study speaks to this gap.  
 
In all the financial capability studies reviewed, adequacy of incomes was not mentioned as a 
contributing factor to people’s financial capability. These financial capability studies seem oblivious 
to people’s difficulty in increasing their income to progress on the financial capability continuum. 
Financial capability is relative. People on low incomes can possess good financial capability to 
manage their small resource in order to make ends meet (as one of the financial capability indicators). 
For this reason, they are not necessarily less financially capable than wealthier people who have 
savings after managing their everyday living. Likewise, people who have higher income may have 
low financial capability because they are unable to make ends meet. The next section looks at the 
theoretical approaches to financial inclusion and financial capability.  
 
2.5 Theoretical approach 
Having explored the literature surrounding microfinance, financial inclusion, and financial capability, 
the next section will introduce the theoretical approach of this study.  
 
2.5.1 Financial inclusion 
The term financial inclusion is used in social policy of both developed and developing countries but 
the concept is constructed differently to suit different contexts (Arashiro, 2010). Financial inclusion 
exists when individuals and businesses have access to sustainable, responsible and affordable 
financial products and services (The World Bank, 2017). To understand financial inclusion, one needs 
to understand financial exclusion and its causes. Geographical remoteness, people’s low income, 
unemployment and under-employment, a lack of financial literacy, poor financial habits, the lack of 
physical access due to bank closures in disadvantaged neighbourhoods, the higher charges for 
services to the poor, and financial products that do not cater to people’s needs are all contributing 
factors to financial exclusion (Sain et al., 2016; Sinclair, 2001). Some financial service providers may 
view wealthier people as a more important focus of their services, thus formulating biased marketing 
strategies (Kempson, 2001; Sinclair, 2001). Due to the competitiveness of the financial industry, and 
the development of more financial products and services to cater to the needs of wealthier groups, 
people on low incomes may be neglected and have unmet needs (Kempson, Whyley, Caskey, & 
Collard, 2000). It is worth noting that some people may also voluntarily exclude themselves from 
certain financial products or services, for example, not wanting to get a loan that charges interest due 
to their religious or cultural beliefs (Beck & Demirguc-Kunt, 2008). This type of financial exclusion 
is “a major reason for financial exclusion in some developed countries” (Sain et al., 2016, p. 94).  
 27 
 
 
However where it is involuntary, financial exclusion can negatively affect people’s welfare, living 
standard, and basic rights (Shanmugalingam, 2012; Social Ventures Australia, 2009). When people 
are not able to participate in affordable banking, access affordable credit and have little provision for 
the future (Landvogt, 2008) people’s capability to engage in social and economic activities are also 
impeded (Burkett & Sheehan, 2009). Low financial capability is related to financial exclusion (Byrne 
et al., 2007; Financial Literacy and Education, 2013a; Hulme & Arun, 2009). Financial exclusion can 
contribute to poverty as it impacts on people’s ability to build wealth (The World Bank, 2012; 
Thomas, Cain, & Godinho, 2016). When people are denied access to affordable, appropriate and fair 
financial products and services, then “their ability to participate fully in social and economic activities 
is reduced, financial hardship is increased, and poverty (measured by income, debt, and assets) is 
exacerbated” (Burkett & Sheehan, 2009, p. v).  
 
Social exclusion, which can impede the process for people to achieve their basic needs (Burkett & 
Drew, 2008; Cabraal, Russell, & Singh, 2006; Landvogt, 2008; Shanmugalingam, 2012), is closely 
related to financial exclusion. Social exclusion occurs when people do not participate in everyday 
activities in society (Saunders, Naidoo, & Griffiths, 2008), such as taking part in employment. Social 
exclusion focuses on people’s social relations and how they can participate in social affairs, and their 
ability to influence decisions that affect them (Australian Social Inclusion Board, 2009; Pierson, 
2001). Being on a low income as a well as being financially excluded intensifies existing social 
disadvantages (Thomas et al., 2016). People can be socially excluded due to reasons such as barriers 
to employment, lack of adequate support networks, low incomes, few social provisions, failure in the 
education system, detachment from one’s society, poor health and housing, and living in a socially 
disadvantaged locality, or a combination of these factors (Australian Social Inclusion Board, 2009; 
Hayes, Gray, & Edwards, 2008). When people are not able to participate in social and economic 
activities, they may face more financial hardship and this aggravates poverty (Burkett & Sheehan, 
2009). In the process, children of these excluded families may be disadvantaged relative to their peers 
from more well-off families in terms of educational and recreational facilities and may face neglect 
and abuse resulting from parents who are under financial stress (Ravi, 2013).  
 
Social inclusion allows people to fully participate socially and economically in the country, for 
example, by having a job, receiving stable and sufficient income, and being closely connected to the 
community (Brotherhood of St Laurence, 2018). On the other hand, financial inclusion happens when 
people have access to financial products and services. When people have access to basic financial 
products and services, it is thought there will be a fairer income distribution, which will then facilitate 
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poverty reduction (Shanmugalingam, 2012). However, to be of benefit to people on low incomes, 
these products and services must also be appropriate and affordable, thus ruling out predatory money 
lenders who can push them into a debt trap (Burkett & Sheehan, 2009). Without these affordable 
products and services, people will turn to the costlier informal financial market to meet their needs 
(Howell & Wilson, 2005; Shevellar & Marston, 2011). Financial inclusion thus prevents people from 
further debt and other social ailments associated with financial problems.  
 
Measures of financial inclusion vary across different countries. In the United States and the United 
Kingdom, financial inclusion focuses on including the “unbanked” segment of the population (Sain 
et al., 2016). The “unbanked” group is equivalent to the totally excluded group that constituted 1% 
of the total Australian population. As outlined earlier, in Australia, the rate of financial inclusion is 
measured using the ownership to the three mainstream financial products of a transaction account, a 
moderate amount of credit, and some general insurance.  
 
To summarise, there is a complex relationship between financial exclusion, social exclusion, and 
poverty (Burkett & Drew, 2008). It is thought that better financial inclusion results from social and 
economic changes, as well as advancement in financial services (Kempson et al., 2000). Almost all 
reported definitions of financial inclusion refer to access to financial services (Irving Fisher 
Committee, 2016) when it should perhaps lean towards better access to better financial products and 
services and encourage the better usage of them (Cohen & Nelson, 2011). The next section discusses 
financial capability as a component of financial inclusion policy formulation. 
2.5.2 Financial capability  
Financial capability is a complex area drawing ideas from fields such as economics, behavioural 
economics, finance, psychology and education (Chardin, 2011). Understanding financial capability 
starts with understanding how people view their finance or money, as finance holds people’s lives 
together and ensures that people have money at the right time and place (Karlan, 2014). Although 
different people perceive and value money differently (Godinho, 2014), money has often been 
associated with so-called desirable attributes in the society, such as achievement, respect, power, and 
status (Tang, 1995). Hence, unsurprisingly, people – and in particular those unbanked and those on 
low incomes – use money to empower themselves and their families (Singh, 2013). Tang (1995) also 
says that when people have money, they alter their living standards and they want to have even more 
money. This may be a good or bad thing, depending on whether a person works harder to have more 
money to exit poverty or to borrow more to go into deeper debt.  
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To understand financial capability, the concepts of financial literacy and financial education need to 
be discussed. Even though these two terms have been used interchangeably by some studies, there is 
a difference between the two. The term financial literacy can differ in contexts in developed or 
developing countries. For example, in developed countries, financial literacy may mean having a 
knowledge of tax requirements, insurance or credit cards, but in developing countries, it may refer to 
the basic concepts of savings, budgeting and responsible borrowing (Cohen & Nelson, 2011). 
Financial literacy is an important life skill for people (OECD International Network on Financial 
Education, 2015). It is a combination of skills, knowledge, attitudes, and behaviours regarding 
financial matters to improve financial wellbeing (Australian Securities and Investments Commission, 
2016).  
 
On the other hand, financial capability is people’s ability to manage financial resources with regards 
to their needs (Financial Literacy and Education, 2013a). People’s capability is their ability to do 
something in the larger social context that enables or inhibits their action (Landvogt, 2006). In 
recognising a capability, factors driving people’s decision-making processes regarding money are 
considered (Financial Markets Authority, 2016). Hence, the most noticeable difference between the 
two concepts lies in the idea that financial capability considers people’s needs and also their ability 
to use these resources whereas financial literacy assumes that with the appropriate skills, knowledge, 
attitudes or behaviours people would be able to achieve financial wellbeing. This leads some 
researchers to mention that to be financially capable, people need to be financially literate, thus 
viewing financial literacy as a component of financial capability (Dixon, 2006; Holzmann, 2010; 
O'Donnell & Keeney, 2009).  
Financial education is thought to be an important element in financial inclusion because people can 
apply what they have learned, enhancing their confidence and trust in financial markets (Cohen & 
Nelson, 2011; OECD International Network on Financial Education, 2015). If financial literacy is the 
knowledge aspect, then financial capability is the behavioural aspect that is brought about by financial 
education. Financial capability is seen in how people use money, such as the way they budget, save 
or invest (Godinho, 2014). An inappropriate financial decision can have adverse implications for 
people in health and in welfare (Willis, 2008). With financial education, valuable knowledge, skills, 
and information can be provided for people to help them understand their finances (Cohen & Nelson, 
2011). They can then use financial products and services effectively, and promote attitudes and 
behaviours to use financial resources optimally (Arashiro, 2010; Cohen & Nelson, 2011). As a result, 
people can have increased participation financially, economically and socially, resulting in better 
financial wellbeing (OECD International Network on Financial Education, 2015).  
 
 30 
 
Financial access without financial capability can heighten people’s stress and intensify hardship 
(Russell, Doan, et al., 2012). A few commentators mention that limited financial capability can also 
lead to financial exclusion (Byrne et al., 2007; Financial Literacy and Education, 2013a; Hulme & 
Arun, 2009). As discussed in Section 2.4.2, there is a financial capability gap because only one-
quarter of the people who have financial access have the financial capability to make the best use of 
that access (Deb & Kubzansky, 2012). This gap is set to widen, especially when these newly 
accessible financial products and services are increasingly complex and harder to understand 
(McQuaid & Egdell, 2010; O'Donnell & Keeney, 2010; Willis, 2008). This lack of financial capability 
in how to best make use of these products can discourage people from using these products, also 
causing financial exclusion. 
 
Hence, having financial access to financial products and services does not necessarily mean that 
people’ financial wellbeing is enhanced. This suggests that the current Australian definition of 
financial inclusion is fundamentally flawed. There needs to be a corresponding increase in the 
financial capability of people given that financial access. An increase in people’s financial capability 
improves people’s financial wellbeing and creates more financial opportunities, and leads to better 
financial inclusion (Sherraden, 2010). It is only when people have the financial capability, they can 
use financial resources, smooth consumption, and manage risks more effectively (Financial Literacy 
and Education, 2013a). Financial inclusion is a combination of access to affordable financial products 
and services and people’s capability to effectively use them (Deb & Kubzansky, 2012; 
Shanmugalingam, 2012; Sherraden, 2010, 2013). Including financial capability in the financial 
inclusion debate means taking note of people’s constraints with the understanding that a shortcoming 
in people’s capability is not necessarily an individual’s fault but also a combination of barriers (Sen, 
1999). Recognising the constraints in building capability and also focusing on social justice enables 
a transformative financial exclusion policy agenda to be formulated to benefit more people on low 
incomes (Arashiro, 2010). In other words, a financial inclusion policy is needed that considers how 
to help people manage their resources better and build people’s financial capability, and not just focus 
on the provision of financial products and services (Arun & Kamath, 2015).  
 
2.5.3 Synopsis of literature review 
There are five main themes emerging from the literature review. The first theme relates to the 
difference in contexts of microfinance. A review of the literature points to the different applications 
of microfinance in developing and developed countries. While microfinance in many developing 
countries emphasises its income generating and poverty reduction roles, Australian microfinance 
places high importance on the provision of financial services to address financial exclusion.  
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Secondly, there is inconsistency in how financial inclusion is defined. In most of the studies, financial 
access to several core mainstream financial products has been used as a benchmark for financial 
inclusion. While this definition excludes costlier and exploitive financial products, such as the payday 
loans of the fringe financial markets, it has also excluded low-cost and fee-free financial products 
offered by microfinance programs, community finance institutions, and some self-help groups, such 
as the Rotating and Savings Credit Association (ROSCA)11 that exist in some communities. 
Microfinance programs such as microloans, microsavings, and microinsurance offered by non-
mainstream institutions, for example, the Foresters Group,12 are also not taken into consideration. 
Although in Australia, microfinance is looked at as a set of tools or approaches to financially include 
people, the definition of how people are financially included is still rather limited to them having 
financial access to a few core banking products. The definition of having a transaction account, a 
moderate amount of credit and some insurance as indicators of financial inclusion also does not 
consider if people are voluntarily excluded, for example, not wanting a bank loan that charges interest 
which is incongruent with finance recipients’ beliefs or cultures, or opting for a debit card instead of 
a credit card.  
 
Thirdly, present studies rarely examine microfinance’s contributions to people’s financial inclusion 
from financial access and financial capability. Generally, current studies equate financial access to 
financial inclusion. There are a number of financial literacy studies from the public and banking 
sectors but these are mostly surveys to measure the financial literacy of a certain population. There is 
neither much research on what causes a lack of financial capability nor many studies on ways to 
improve it. For example, very little research has been conducted on understanding the constraints 
people on low incomes face in improving their financial capability. The few surveys on financial 
inclusion are based on people’s access to a few mainstream financial products and services, little is 
known about outcomes for people having this access. The other issue to using a product-based 
definition is the possibility of the creation of a financial capability gap (Deb & Kubzansky, 2012). 
This gap exists when people have the financial access but not the accompanying capability to use the 
new found access to their advantage (Deb & Kubzansky, 2012). Hence, financial inclusion is the 
ability of people to access suitable financial products to their advantage, and not the number of 
financial products they can access. For example, the ability to access affordable mainstream credit in 
                                                     
11 In ROSCA, several members pool their money into a common fund and each member contributes an agreed amount of 
money during meeting. Members take turn to take the whole amount at once. 
12 This is a financial services company claiming to help build the prosperity of the community by connecting people to 
help each other. Various financial services are provided, for example, personal loans (including NILS), insurances, 
microenterprise loans, and social enterprises loans (Foresters Group, 2016) .  
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the form of a credit card is considered an indicator for financial inclusion, but the same product can 
become unaffordable if people who have the access do not have the financial capability to use it to 
their advantage.  
 
Fourthly, there is a possible researcher bias as almost all the Australian literature on microfinance 
studies is commissioned by the service providers and funders. The Australian financial literacy 
studies are also mostly conducted by the corporate sector and are focused on the level of financial 
literacy or the extent of financial exclusion in Australia. It is unclear if this would skew the findings. 
There is little research from the perspectives of finance recipients as well as from the workers. The 
view of the roles from the perspective of the microfinance institutions does not necessarily reflect the 
best interests of people living on low incomes. When this happens, this will result in a situation –
“What’s the Problem Represented to be” suggested by Bacchi (2012) where the perceived problem 
by the policy-makers may not be the real problem faced by the beneficiaries. The misinterpretation 
between policy-makers and policy’s beneficiaries may result in microfinance programs not achieving 
their full potential.   
 
Finally, financial inclusion is looked at simplistically, without adequately considering people’s 
external environment that may consist of various constraints on achieving financial inclusion. 
Financial inclusion happens in an environment that is conducive. The financial system must be able 
to support the accessibility of affordable financial products to its people as well as promote their 
optimal use (Shanmugalingam, 2012). Current microfinance practice, for example, NILS loans, is 
more focused on lending to people who can meet the eligibility criteria rather than building capability 
for people who do not qualify for the loans. The matched savings programs claim to build capacity, 
yet these programs are limited to people who meet the eligibility criteria, and who already knew how 
to budget and save. 
 
To conclude, these microfinance studies provide insufficient evidence to suggest the transformative 
role of microfinance in people’s lives. In theory, microfinance service providers provide referral 
services and help people in other ways, irrespective of the loan application outcome (Australian 
Government, 2016b). However, in practice, microfinance is only offered to people who are eligible 
or who are deemed to be deserving of a program. Therefore, the role they play in addressing financial 
exclusion can be overstated when only people who are considered good clients are offered the 
programs. These five themes that emerged from the synopsis of literature provide a platform for this 
study to propose a conceptual model incorporating the Capability Approach to examine 
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microfinance’s contributions to people’s financial inclusion. The next section presents the 
underpinning theory, the Capability Approach, and the conceptual model of the study. 
 
2.6 The Capability Approach and the conceptual model of the study 
From the empirical studies and theoretical approaches employed, it is apparent that the research aim 
of understanding microfinance’s contributions to financial inclusion requires a framework that 
provides greater understanding of people’s ability to act, as well as the opportunities (individual or 
structural) and barriers they face within their social and cultural environment. Hence, the use of the 
Capability Approach is appropriate in examining the contributions and limitations of microfinance in 
promoting a development outcome such as financial inclusion, because it considers people’s 
capability to achieve an outcome as being influenced by the opportunities and barriers people face in 
their lives. The next section will describe the Capability Approach in more details.  
 
2.6.1 The Capability Approach  
The Capability Approach, also known as the Human Development Approach, Capabilities Approach, 
and sometimes combined as the Capability and Human Development Approach (Nussbaum, 2011) 
was first advocated by Nobel Laureate Amartya Sen (Sen, 1979, 1985, 1993, 1999). Although Sen 
has himself pointed to the various ambiguities in the Capability Approach (Sen, 2004), this approach 
is thought to be able to provide a good understanding of issues pertaining to poverty, inequality, and 
disadvantages (McLachlan, Gilfillan, & Gordon, 2013). To Nussbaum (2011), in assessing equality 
or social justice based on the human development approach, one should consider people’s capability 
or “what is each person able to do and to be” (Nussbaum, 2011, p. 18).  
 
The Capability Approach can also be seen as, in part, a response to the problem of adaptive 
preferences, or preferences whereby people downgrade their desire for things they could not achieve 
(Elster, 2016; Teschl & Comim, 2005). When these situations arise (adaptive preferences), according 
to Teschl and Comim (2005, p. 229), people “might adapt to certain unfavourable circumstances and 
any self-evaluation in terms of satisfaction or happiness will in this case necessarily be distorted”. 
Hence to Teschl and Comim (2005), evaluating people’s wellbeing in terms of functionings and 
capabilities can present a more objective picture of people’s life.  
 
The Capability Approach considers that the primary aim of development is to provide the freedoms 
or choices for people to live the lives they value (Sen, 1999), focusing on people’s functionings and 
agency to achieve the goals they value. The use of the Capability Approach focuses on what people 
“wanted to be and do” (Voola, 2013, p. 228), and “things that intrinsically matter” (Sen, 1995, p. 
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125). The Capability Approach considers what people want to achieve in life and people’s capability 
to achieve that outcome. The framework of the Capability Approach is based on a development 
program’s ability to provide people with greater freedoms to achieve what they value in life (Cabraal, 
2010; Sen, 1999). A development program does not emphasise improving people’s incomes as an 
end but is grounded on the principle of improving people’s life by providing them with freedoms to 
achieve. The main idea of the Capability Approach is that people need the agency and freedom to 
achieve what they want in their lives. Due to various constraints, or in Sen’s words, unfreedoms, 
many people have little choice or opportunity to exercise their reasoned agency (Sen, 1999).  
 
Thus, in a development program such as a microfinance program, its aim is to facilitate freedoms by 
removing unfreedoms for people to exercise their options. In simple terms, the Capability Approach 
considers people’s goals and values, people’s capability to achieve them, and their desired outcomes. 
The Capability Approach, adapted from Cabraal (2010) is depicted in Figure 2.1.  
 
  
 
 
Figure 2.1: The Capability Approach  
 
There are four related concepts in the Capability Approach: functionings, capabilities, freedom, and 
agency. According to Sen (1985), a functioning is what a person has actually achieved (Sen, 1985). 
It is “an achievement of a person: what she or he manages to do or be” (Clark, 2005, p. 4). Sen’s later 
works describe functionings as “being or doing what people value and have reason to value” (Sen, 
1999, p. 22), thus widening the definition of functionings from what people have achieved to also 
include what people want to achieve. So people’s functionings are influenced by their life goals and 
values. 
 
Capabilities relate closely to functionings because they refer to a person’s ability to achieve a 
functioning (Sen, 1993). The distinction between functionings and capabilities is between what can 
be realised and what is effectively possible (Crocker & Robeyns, 2010). Functionings are what people 
can be or do but capability is people’s ability to achieve those functionings. Whether or not people 
have the freedom to achieve an outcome is what differentiates between their functionings and their 
capabilities (Sen, 2004). The process of expanding people’s freedom involves removal of barriers to 
achieving their functionings. According to Sen (2004), the ability to exercise freedom also depends 
People’s goals or 
values 
 
Capability to achieve Achievements or outcomes 
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on the education a person received. Nussbaum (2011) called functionings the “active realisation of 
one or more capabilities” (Nussbaum, 2011, p. 25).  
 
Capabilities are also a collection of the functionings that a person can achieve (Alkire, Qizilbash, & 
Comim, 2008). People may not be able to achieve their functionings due to a lack of capability (Sen, 
1993). Meeting the cost of living is also “set of interrelated functionings” (Sen, 1992, p. 39). For 
some people, being able to survive (functionings) is a capability (Sen, 2004). In the case of the 
Australian microfinance recipients who are not at the brink of survival, these functionings can be a 
desire to buy a more energy-efficient household appliance or for some, saving to buy a computer for 
study. The realisation of a functioning can also improve a person’s capability. For example, buying 
that more energy-efficient refrigerator (functionings achievement) reduces ongoing electricity bills, 
and enhances the recipient’s’ capability to have more money that can be saved for other purposes. In 
some cases, people may choose not to use their capability. For example, people may choose not to be 
in paid employment even though they have the capability to be. A person’s capability to be financially 
included needs to be considered. For example, in the case of cultural and ethnicity-based exclusion 
discussed in Section 2.5.1, some groups are voluntarily excluded from some financial products and 
services. Therefore, financial exclusion is not necessarily a lack of capability to be included but a lack 
of the functioning to want to be included, as in the case of voluntary exclusion. On the other hand, 
for some people, the ability to be financially included may be restricted by their physical or mental 
disabilities or other various constraints in society. Poverty in the context of microfinance is 
“capability deprivation” (Comim, 2007, p. 48). An equal starting point –  for example having the 
same income level – may not result in equal capabilities (McLachlan et al., 2013). Hence, an equal 
intervention, such as a microfinance initiative, will not necessarily promote the same financial 
inclusion among people even though all of them may be on the same low income. In his classic 
example, Sen (1999) compares two persons who are not eating; one person is abstaining from food 
due to fasting, while the other one is starving because he or she is destitute. Both of them are equally 
hungry but they have different capabilities. One person has the choice or the opportunity to 
discontinue hunger but the other person does not have the opportunity to do so. 
 
Nussbaum (2011) sees capability as a freedom for people to be able to achieve functionings. 
Therefore, freedom is a means to achievement (Sen, 2004). On the other hand, capability is the 
combination of people’s ability and their social context which allows them the freedom to lead the 
kind of lives they value (Sen, 1999). The ability to choose is a valuable feature of people’s lives (Sen, 
2004). Capability is reflected in the freedom people have in choosing between the different ways of 
living they value (Sen, 2004). Freedom is looked at from the real or actual opportunities people have 
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in their lives and the processes that allow this freedom to act or to decide (Sen, 1999). This ability to 
do and be is influenced by a set of interrelated opportunities for people to choose and act (Nussbaum, 
2011). These freedoms are created through interactions between an individual’s  personal abilities, as 
well as the political, social and economic environment surrounding them (Nussbaum, 2011). In other 
words, Nussbaum (2011) focuses not on people’s average wellbeing but the opportunities that are 
available to them, or whether people have the freedom, or choice to achieve what they want to achieve 
(Nussbaum, 2011). People’s lives revolve around functionings, or doing and being in ways that are 
valuable to them. In assessing quality of life, such as financial wellbeing, it is important to consider 
people’s functionings as well as people’s capability to function. The shadow side of freedom is 
unfreedom that can arise from insufficient opportunities or inadequate processes (Sen, 1999). Often, 
people do not have the freedom to live the lives they value due to the various individual and 
environmental factors in their lives. The external environment (environmental factors) people are in 
constitutes the structural factors in the society. For example, a high unemployment rate in rural areas 
is a structural factor that contributes to people’s unfreedom in the form of income inadequacy to 
achieve their functionings. Thus, the lack of capability is not necessarily an individual’s shortcoming, 
it could be a result of “unfreedoms” in the society (Sen, 1999, p. xii). Other examples of these 
unfreedoms or constraints are high living expenses in relation to income, income insecurity and 
under-regulated financial services (Landvogt, 2006). This led Sen (1993) to argue that poverty is not 
necessarily a failure of an individual’s capability; it may be due to a lack of income caused by an 
unstable economic situation in society. Following on from that premise, a lack of income is also not 
reflective of the unwillingness of people to increase their income but possibly of the unavailability of 
work. Hence a development program such as microfinance should be concerned with providing more 
freedoms for people to build capability to function, but whether or not people exercise these options 
is their choice and a question of their individual ability to function. 
 
Agency is an essential component of financial capability (Corrie, 2012). Agency is the force behind 
the social action (Ling & Dale, 2014). People have to “believe they can make a difference through 
exercising this force” (Ling & Dale, 2014, p. 5). The degree to which people steer outcomes in their 
lives reflects their agency (Gries & Naudé, 2011). Thus, agency emphasises people as doers rather 
than beneficiaries (Sen, 1985). 
 
Agency emphasises the “intrinsic dignity of human freedom and people’s ability to be subjects of 
their own lives” (Deneulin & McGregor, 2010, p. 514). Understanding the role of agency in people’s 
lives is central to “recognising people as responsible persons…[who] act or refuse to act, and can 
choose to act one way rather than another” (Sen, 1999, p. 190). Hence, people make choices 
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meaningful to them (Deacon & Mann, 1999), and take responsibility for doing things, or not doing 
them (Sen, 1999).   
 
The Capability Approach has been critiqued as too individualistic due to its emphasis on personal 
agency without adequately considering groups and social structures (Corbridge, 2002; Deneulin, 
2006). In other words, The Capability Approach is concerned with “power relations and unjust 
social structures”, but does not discuss societal structures and constraints on personal choices 
(Zheng & Stahl, 2011, p. 74). People may have agency and internal capability but are unable to 
exercise them due to prevalent constraints that restrict their development. Sherraden (2010) also 
agrees that even if people have the internal capability, they will not be able to exercise it if there are 
no favourable conditions for them to do so.  This is one of the areas that the Capability Approach 
can be complemented by other theories, such as a critical theory (Zheng & Stahl, 2011). Both 
theories are concerned with making a difference in individual and social lives, supporting people to 
be what they want to be. Both theories seek to understand and describe shortfall in the social 
arrangements with the aim of contributing to a better world but none of the theory provides “strong 
moral guidance on what should be done or how but a theoretical and procedural way of understanding 
the world” (Zheng & Stahl, 2011, p. 73).  
 
The Capability Approach, through its link to concepts of justice, can be empirically applied whereas 
critical theory determines the social or individual limitations for people to achieve what they want 
(Zheng & Stahl, 2011). A critical theory focuses on the structural conditions, such as the economic 
constitution of society for people to exercise their agency or the social structures that limit personal 
freedoms. Hence, a critical theorist is committed to a structural analysis of social issues, and an 
understanding of how personal problems (such as an inability to be financially included) might be 
linked to the existing socio-economic structures, as “personal and political realms are inextricably 
linked” (Fook, 2002, p. 5). Nonetheless, a critical theorist could benefit from the Capability 
Approach to people’s freedoms and use this insight for more constructive critique to allow for a 
more balanced view of people’s agency (Zheng & Stahl, 2011). 
 
In summary, the idea of human development stipulated in the Capability Approach is the removal of 
unfreedoms that restrict people from exercising their agency whereas in critical theory, it is the 
removal of injustice and domination for people to progress. Individual agency, embedded in socio-
cultural conditions, is central to the Capability Approach but with the critical theory, it is the emphasis 
on the effect of social structures on people’s agency (Zheng & Stahl, 2011).This discussion of the 
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four concepts of the Capability Approach leads to the conceptual model of the study, presented in the 
next section. 
 
2.6.2 Conceptual model of the study 
Figure 2.2 shows the conceptual model for this study. This conceptual framework has been adapted 
from Godinho (2014) and expanded from the Capability Approach described in Figure 2.1. Instead 
of goals and values as determinants of people’s capability to achieve an outcome, this study proposes 
that people’s capability to achieve an outcome is linked to the opportunities and barriers in their lives 
which are in turn linked to people’s individual abilities, their external environment and their goals 
and values.  
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Figure 2.2: Conceptual model of the study 
 
As described earlier, the Capability Approach considers what people want to achieve in life that is 
influenced by their goals and values, and whether they have the capability to achieve that outcome. 
The Capability Approach also considers that there are various opportunities and barriers in people’s 
lives that are linked to their capability to achieve an outcome. Therefore, when looking at people’s 
capability to achieve a goal, such as financial inclusion, people’s individual abilities, their external 
environment, and their goals and attitudes should be examined. The first factor that needs to be 
considered in people’s capability to achieve financial inclusion in terms of financial access and 
financial capability is their individual abilities. Individual abilities of course differ. For example, the 
difference between a person’s ability to understanding financial information may be linked to their 
education level and any training received. Secondly, people’s capability to achieve financial inclusion 
is also linked to the various constraints and freedoms they encounter in their external environment. 
These constraints can hinder people’s capability to achieve financial inclusion. One example of such 
a constraint is having a low income that prevents a person from obtaining affordable credit from the 
mainstream banks. Finally, people’s goals and values can influence their capability to achieve 
financial inclusion. For example, as discussed above, in some communities people may not be willing 
to obtain a loan that incurs interest because it is incongruent to their belief or culture. 
When discussing financial capability several factors need to be considered such as a person’s  ability 
to make informed decisions about money (Australian Securities and Investments Commission, 2017; 
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De Meza, Irlenbusch, & Reyniers, 2008; Taylor, Jenkins, & Sacker, 2011), and translating such 
knowledge into skills, their external environment, their individual abilities, and their personal goals 
and aspirations. In other words, financial capability is an individual and structural idea as it combines 
a person’s ability to act with an opportunity for them to act (Sherraden, 2010, 2013). Only when seen 
as such can people act in their own best interests and make the best financial decisions possible 
(Johnson & Sherraden, 2007; Sherraden, 2013). People’s capabilities are enmeshed within the society 
in which they are located, so the external freedoms and unfreedoms of their external environment can 
either facilitate or hinder their capability to achieve an outcome. The external freedoms provided by 
microfinance can either be in the form of an opportunity, or a process that facilitates action, or both. 
 
Due to the different elements and delivery methods in the two microfinance models being examined 
in this study, the models’ contributions to financial inclusion may be different. In this study, financial 
capability refers to finance recipients’ capability to achieve a financial functioning, and financial 
agency as their ability to pursue and realise the quality of financial life they value. Functioning and 
capability are related. A functioning is what recipients can be or do but a capability is their ability to 
achieve that functioning. Hence, recipients’ ability to achieve a financial functionings, or being or 
doing what they value and have reasons to value, is a financial capability. Placing my findings within 
this framework, if recipients are able to obtain, without heavy commitment, a microfinance loan to 
buy a household item they value, such as a more energy-efficient refrigerator, this is a financial 
capability. This study also examines financial capability as recipients’ financial agency, or their 
ability to pursue and realise the quality of financial life they value. Recipients’ agency will influence 
their capability, or their ability to act with an opportunity to act (Sherraden, 2005). Agency recognises 
recipients as judges of their own destiny as well as beneficiaries (Sen, 1985, 2004). Thus, they are no 
longer seen as just beneficiaries, but as agents of change (Sen, 1999). Microfinance recipients who 
possess financial agency trust that they are able to make a difference in their financial lives through 
exercising certain choices.  
 
2.7 Summary of the chapter 
This chapter has reviewed the literature related to microfinance and financial inclusion. The review 
of literature points to the difference in the context of microfinance, as a poverty-reduction tool in 
developing nations, but also as a set of approaches to financially include people who are at risk of 
financial exclusion. In most of the research, financial inclusion is defined as the number of financial 
products a person has. These products are a transaction account, a moderate amount of credit, and 
some general insurance. In considering microfinance and financial inclusion, current literature places 
little emphasises on the financial capability of recipients. Moreover, present studies on microfinance 
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are predominately conducted by funders and service providers and most of them tend to be 
quantitative in nature, compromising microfinance recipients’ voices. Hence, a qualitative 
exploratory study will contribute to this field of knowledge by considering the context of 
microfinance in people’s lives by exploring its contribution to, as well as the limitations it places on, 
financial inclusion.  
 
The Capability Approach provides a useful framework for the study. The use of this human 
development approach takes into account not only the opportunities offered by microfinance and its 
processes in facilitating people’s external freedoms, but also acknowledges people’s goals and values, 
individual abilities and other variables in their external environment. Having explored the literature 
on microfinance and demonstrated the usefulness of the Capability Approach, this thesis now turns 
to the methodology of the research and operationalisation of the study.  
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CHAPTER 3: METHODOLOGY 
This chapter describes the methodology used in this study including the research design, sampling, 
data collection, data management and analysis. The chapter begins by explaining the research design 
and epistemology. The sampling criteria and the recruitment of research participants are then 
discussed, followed by a discussion of the development of interview guides, the data-collection 
method, and data analysis. The chapter then explores the rigour of the study, and details challenges 
faced during data collection, ethical considerations, and the strengths and limitations of the research 
approach. 
 
3.1 Research design and epistemology  
The research employs a qualitative research design. Previously, in Sections 2.4 and 2.5, the lack of 
empirical studies and the complexity of the study were demonstrated. This study involves the 
“collection, analysis, and interpretation of data that are not easily reduced to numbers” (Anderson, 
2010, p. 1). A quantitative design fails to provide insights into in-depth information (Wong, 2008), 
thus, a qualitative design is best approach to collect data that relates to the social environment and 
the people’s behaviours within it (Anderson, 2010) and to investigate roles of microfinance that falls 
within the social policy setting in Australia.  
 
This research adopts the epistemological perspective of social constructionism as the theory of 
knowledge. Social constructionism asserts that reality is socially and psychologically constructed 
(Lane, 2013). A qualitative constructionist research design stresses that meanings are derived through 
interactions (Crotty, 1998). This suggests that individuals need to be viewed within their own 
environment and that knowledge of the world develops between people in their daily interactions 
(Parton & O'Bryne, 2000). In the social constructivist view, knowledge and reality are “contingent 
upon human practices, being constructed in and out of the interaction between human beings and their 
world…within an essentially social context” (Crotty, 1998, p. 42). The view held by social 
constructionism is that there is no universal truth (Galbin, 2014), and reality is relative and socially 
constructed (Crotty, 1998). For example, in the interaction of the microfinance programs and people’s 
lives, how recipients use money and how the workers think recipients should use money is not an 
absolute objective reality. The providers’ perceptions of reality, for example, of the roles of 
microfinance, may not be in tune with recipients’ reality if the meaning between the two is not shared. 
Using this approach thus ensured that, in the attempt to make sense of the social world, knowledge 
in microfinance’s roles in financial inclusion of people could be constructed from both parties 
(Andrews, 2012).  
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The social constructionist approach enables me to seek answers to how the interaction of a social 
experience – in this study a microfinance program – impacted on people’s lives (Denzin & Lincoln, 
2005). It emphasises the relationship between people’s experiences and the interpretation given to 
this interaction (Crotty, 1998). This approach was suitable for a relatively understudied area of the 
social policy arena as it focuses on “uncovering the life worlds of individual and groups and 
describing the world as they see and experience it” (Clapham, 2012, p. 12), so that knowledge can be 
built upon.  
 
3.2 Sampling criteria 
This research was carried out with the recipients and workers of the two key microfinance programs 
(microloan as in NILS and matched savings programs as in Saver Plus and AddsUP) in South East 
Queensland. These two models are chosen because they are the two key government-funded 
microfinance initiatives in Australia that have the widest outreach with the perceived highest impact 
on financial inclusion of the Australian population. Self-help microfinance initiatives and community 
development programs such as savings and loans circles were not included in the study. The study 
used a purposive, voluntary sample for both microfinance recipients and workers. There were two 
groups of research participants. As this research adopts a social constructionist approach, and reality 
is seen to be constructed from shared experiences (Andrews, 2012; Crotty, 1998), it is appropriate to 
take into account the views of both microfinance recipients and their workers. Recruiting frontline 
workers as research participants also enabled me to gather additional information about the 
microfinance programs, and to tap into people’s specific knowledge (Harrell & Bradley, 2009). To 
differentiate these two groups of research participants, “recipients” means research participants who 
had either participated in NILS, AddsUP or Saver Plus and “workers” refers to microfinance 
practitioners, volunteers or past workers.  
 
Any microfinance recipient who had successfully completed a microfinance program could be 
recruited for the research. There were two types of microfinance models examined in this research, 
the “spend-first” model as in the NILS approach, and the “save-first” model as in the AddsUP and 
Saver Plus approaches. As there are no restriction on the number of NILS loans a person can borrow 
as long as they are repaid, some NILS recipients were repeat borrowers. There were no repeat matched 
savings recipients because their savings could only be matched once.  
 
There is only a small sampling pool for workers due to microfinance’s limited sites. Moreover, for 
Saver Plus, there is only one worker that is assigned to each site, for example, there is only one Saver 
Plus worker in Logan city. For the NILS sites, staffing is often by volunteers. Thus, the sampling 
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criteria for workers consisted of practitioners, volunteers, or past workers who had experience 
delivering the two microfinance models. As NILS workers were also involved in promoting one of 
the matched savings programs, AddsUP, there were two groups of workers, one group had experience 
delivering NILS and AddsUP, while the other group had experience with Saver Plus. The inclusion 
criteria for workers were: having worked in the field for at least six months to ensure they had gained 
adequate experience, and having been employed in the role within the last two years, ensuring that 
they could still recall experiences.  
 
3.3 Recruitment  
The recruitment of microfinance recipients occurred after obtaining ethical approval from The 
University of Queensland (UQ). The recruitment was carried out from May 2014 through to October 
2015. The research locations were Brisbane, Logan, and the Gold Coast in Queensland, Australia. 
These locations were chosen because the number of recipients who received microfinance’s help was 
high. I was also familiar with these locations due to where I live, work and study which made data 
collection more cost and time efficient. To recruit NILS participants, the Queensland NILS 
coordinator was contacted and asked to promote the study throughout the NILS networks. Through 
this, a number of microfinance recipients were referred from community organisations that were part 
of this NILS network.13 Research information was also distributed at the stall at the Logan 
Kaleidoscope Festival by Multilink Community Services, a community organisation. Information 
about the study was given out at a Logan inter-agency meeting and at the Logan Finance Fair. The 
research information was also posted online on a personal Facebook page by one of the workers in a 
community organisation. To ensure diversity in age, gender, cultural diversity and that there were 
Indigenous participants. I deliberately contacted many multicultural community organisations as well 
as mainstream services. I accepted all who responded as long as they met the sampling criteria 
outlined on page 43. I was not purposive in recruiting specific cohorts. However, I did achieve a range 
of people in terms of age and cultural diversity.  
 
Compared to recruitment for NILS recipients, the recruitment for matched savings recipients was a 
more difficult and intensive process. I would sum up the recruitment of the matched savings recipients 
as a very bumpy journey as I was met with many obstacles. For the AddsUP recipients, as with the 
NILS recruitment, I had requested the NILS coordinator to help distribute this information. I had 
hoped to recruit AddsUP recipients through NILS workers because the AddsUP matched savings 
program was offered only to NILS recipients who had finished paying off a NILS loan and I 
                                                     
13 such as Multilink Community Services, Logan East Community Neighbourhood Association and Kyabra Community 
Association. 
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concluded that NILS workers would be the best contacts for this group of recipients. However, this 
was not the case because although NILS workers recommended the AddsUP program, the monitoring 
of savings was done at the bank level. Thus NILS workers did not have any idea of who had started 
the savings program and who had received the matched funds. 
 
For Saver Plus recipients, the Saver Plus National Office (SPNO) was reluctant for me to carry out a 
study involving their recipients, so Saver Plus partners were not able to help me distribute my study 
information to matched savings recipients. Community organisations do not have the list of members 
who had used the service because the Saver Plus database is remotely monitored by the SPNO. As an 
alternative, I contacted more than 50 community organisations and neighbourhood centres to recruit 
Saver Plus and AddsUP participants. The full list of organisations contacted to recruit matched 
savings recipients is attached in Appendix 1. The study information was passed on to members of 
Parliament14 for further distribution and to Logan city councillors, and was also distributed through 
a Logan Community Services Newsletter. The study information was published in the local 
newspaper, the South City Bulletin and appeared in the UQ newsletter. In addition, it was also posted 
on notice boards at the Griffith University Logan Campus, Sunnybank Hills Shoppingtown, and on 
the Crestmead IGA Shopping Centre notice board.  
 
Prior to the recruitment of workers, I attended the MoneySmart Expo and Queensland NILS Annual 
Forum to network with workers and to tell them about the study. After that, personal phone calls and 
emails were made to workers to personally invite them to participate in the research.  
 
As a result of this extensive recruitment process, a total of 37 research participants took part in the 
interviews for this research. Of these, 17 participants were from the NILS programs, nine participants 
were from the matched savings programs and 11 participants were workers.  
 
3.3.1 Demographics of NILS recipients 
Utilising pseudonyms, Table 3.1 shows the demographics of the group of 17 NILS participants in 
terms of age, main source of income, family structure, highest education level, employment history, 
housing type and loan status.  
 
Income was based on what the recipients told me during the interviews and there might be some 
inconsistencies between incomes reported by participants. The research addressed this issue by listing 
                                                     
14 Among them were Members for Woodridge, Albert, Springwood, Algester, Capalaba, Waterford, Beaudesert, Redlands 
and Stretton. The Waterford electorate office included my research information in its newsletters to 500 subscribers. 
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participants’ main source of income instead of total income. This was due to the voluntary nature of 
the study, and that money is a relatively sensitive issue. Some participants were more open with 
money but some were reluctant to disclose too much information. For example, some recipients 
(Cathy, Emma, Gina, Karl and Nick) did not disclose their partner’s income and how much money 
they received from Centrelink in the form of Family Tax Benefit15 (FTB). Some recipients (eg, Helen) 
could only remember the amount she obtained after Centrepay deduction. 
                                                     
15 An Australian government payment to help people raise their children. 
 47 
 
Table 3.1: NILS recipients’ demographics  
 Recipient  Age Main source 
of income 
Family 
income per 
fortnight 
(AUD $) 
Family 
structure 
Highest 
education 
level 
Employment history Housing Loan status 
1 Alice 
 
25 Newstart $500 Single Certificate Looking for work, have 
not worked before 
Living with 
relative 
Completed & 
Current 
 
2 Bella 
 
47 Newstart $500 Single  Degree Bilingual community 
assistant, pastor of church 
Renting Completed 
3 Cathy 
 
23 Newstart $480 Partnered Certificate Starting a job at 
community services  
Renting  Completed & 
Current 
4 Daisy 
 
51 Paid 
employment 
$1400 Partnered +  
1 dependent 
Primary 
School 
Family day care operator Renting  Completed 
5 Emma 
 
35 Newstart $500 Partnered + 
2 
dependents 
High school  Designer of miniature 
painting 
Currently not working 
Renting  Completed 
6 Fred 
(male) 
49 Paid 
employment 
$1300 Partnered + 
4 
dependents 
Master 
degree 
Case worker Renting  Completed  
7 Gina 63 Newstart $450 Partnered High school  Administration support,  
designer, painter 
currently not working 
Owner -
occupier 
Completed & 
Current 
8 Helen 64 Disability 
Support 
Pension (DSP)  
$480 after 
all 
Centrepay16 
deduction 
Single, 
widowed  
Degree  Previously ran hospitality 
Indigenous program  
Currently not working  
 
Renting  Completed & 
Current 
 
9 Ivy 76 Age Pension 
Carer Pension 
for son  
$980 Single  Primary 
school  
Upholstery machinist until 
several years ago 
Currently not working  
Renting  Completed & 
Current 
 
                                                     
16 Centrepay is a free and voluntary service offered by Department of Human Services for people to pay bills and expenses as regular deductions from their Centrelink 
payments(Department of Human Services, 2017). 
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 Recipient  Age Main source 
of income 
Family 
Income per 
fortnight 
(AUD $) 
Family 
structure 
Highest 
education 
level 
Employment history Housing  Loan status  
10 Jason 
(male) 
46 DSP $750 Single  Primary 
school  
Seeking self-employment, 
have not worked before  
Renting  Completed & 
Current 
11 Karl 
(male) 
45 Paid 
employment 
$1000 Partnered + 
3 
dependents 
Bachelor 
degree  
Interpreter Renting  Completed 
12 Lily 36 Paid 
employment  
$2300 Partnered + 
6 
dependents 
Primary 
school  
Family day care operator  Renting  Completed 
13 Mary 49 Parenting 
payment 
$639 Single + 2 
dependents 
High school 
 
Fashion, insurance, retail 
Currently not working 
Renting  Completed, 
contemplating 
new loan 
14 Nick 
(male) 
35 Paid 
employment 
$650 
 
Partner + 6 
dependents 
Primary 
school  
Farm worker 
mushroom-picker 
 
Renting  Completed 
15 Oprah 36 DSP $608 after 
rent 
deduction 
Single Bachelor 
degree  
Child care 
Currently not working 
 
Renting  Completed 
16 Patricia 41 Paid 
employment  
$400 
Centrelink 
$900 family 
day care 
$300 
parenting 
Single + 1 
dependent 
High school Family day care operator, 
house-cleaning 
 
Renting  Completed & 
Current 
 
17 Quinn  
(male) 
40 Paid 
employment 
$1240 Partnered + 
1 dependent 
Primary 
school  
Meat factory worker 
Partner- family day care 
operator 
Owner-
occupier 
Completed, 
contemplating 
new loan 
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NILS recipients received incomes from two main sources, either from a government payment or from 
paid employment together with some form of government benefit. The largest group of NILS 
recipients were dependent on welfare. A total of ten NILS recipients were not in employment and 
their sole income was from a government payment. Out of this group, three recipients received a 
DSP17, five recipients were on Newstart Allowance18, one was on the age pension19, and one was on 
a parenting payment20. The other seven NILS recipients reported having extra income in the form of 
paid employment or wages. In terms of family structure, seven recipients were partnered with 
dependents, six recipients were single with no dependents, two recipients were partnered without 
dependents, and two recipients were single parents with dependents. The education level of recipients 
varied. There were six recipients who had only a primary school education, five had a high school 
qualification, one had a certificate and five recipients had a university education.  
 
A wide range of ages was represented in the sample. There were 14 recipients in the age range of 25 
to 54. As Table 3.1 indicates, female recipients outnumbered male recipients; there were 12 female 
recipients but only five male recipients. The majority of NILS recipients were renters, with a total of 
14 recipients living in either public rental or private rental homes. All the recipients had completed a 
NILS loan, however, seven recipients were repeat borrowers as they had a current loan, and two 
recipients were contemplating new loans at the time of interview.  
 
3.3.2 Demographics of matched savings recipients 
Table 3.2 shows the nine matched savings recipients’ sample demographics in terms of age, the source 
of income, earnings per fortnight, family structure, the highest level of educational attainment, 
housing type and if recipients had participated in other microfinance programs. There were eight 
female recipients and one male recipient. All except one recipient had some sort of household income 
in the form of wages, either from their own employment or from a partner. Again, due to the money 
being a sensitive subject and the voluntary nature of the study, the actual total family income of 
participants might be different from what was reported during the interviews. Six recipients lived in 
their own house, one recipient was living with her relative (mother-in-law) and two were renting. 
Five recipients were partnered with dependents, three were single with dependents and one was single 
with no dependents.  
                                                     
17 This is a financial support from Australian Government if people have a permanent physical, intellectual or psychiatric 
condition that stops them from working. 
18 Australian’s government financial assistance or income support for people aged between 21 and age pension age to 
look for work or take part in activities to find a job.  
19 It is a regular payment and concessions for some older Australians who are at least 65 years old who are eligible. 
20 This is a regular payment from Australian Government to help with the cost of raising children for people who are 
eligible. 
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Table 3.2: Matched savings participants’ demographics 
 Recipient  Age Main source 
of income 
Family Income per 
fortnight (AUD $) 
Family 
structure 
Highest 
education level 
Housing Type of matched 
savings  
1 Rose 53 Paid 
employment 
$1600 Single + 
1 dependent 
Bachelor  Owner occupier Saver plus  
 
2 Suzy 36 Paid 
employment  
$1800 Single + 
2 dependents 
Graduate 
Diploma 
Owner occupier Saver Plus 
AddsUP  
3 Tom 52 Paid 
employment 
$2000-$3000 
+ $1000 partner  
Partnered + 
2 dependents 
Master degree Owner occupier Saver Plus 
 
4 Ursula 29 Paid 
employment  
$700 
+ $200 partner 
+ $500 FTA/B 
Partnered + 3 
dependents 
Diploma Owner occupier Saver Plus 
 
5 Victoria 
 
 
50 
 
Paid 
employment 
(partner)  
DSP 
$1600  
+ $183 Disability 
pension 
Partnered + 2 
dependents 
Graduate diploma Owner occupier Saver Plus  
6 Winnie 54 Own wage, 
DSP, 
Mobility 
allowance  
$1565pf (wage) 
DSP – $120 
Mobility allowance - 
$128 
Single Masters  Renting AddsUP  
7 Xana 37 Paid 
employment 
(partner) 
 
$1000  Partnered + 2 
dependents 
Master degree Living with 
relatives 
Saver Plus 
8 Yvonne 39 Paid 
employment 
$1900 Partnered + 2 
dependents 
Bachelor Owner occupier Saver Plus 
9 Zora 22 Carer 
Pension  
FTB  
$1500 Single+4 
dependents 
High school, 
Certificate  
Renting AddsUP 
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Table 3.3 shows a comparison between several aspects of the sample demographics of NILS and the 
matched savings recipients. There were similarities in the composition of gender and ethnicity of 
recipients of the two types of programs. Both programs had more female recipients, and the CALD 
group in each made up the largest number of recipients. However, there were also several marked 
contrasts in terms of fortnightly household income, the source of income, education level and housing 
type. Matched savings recipients had higher fortnightly incomes ($1811) compared to NILS 
recipients ($905). Ten NILS recipients (59%) reported that they had no extra income apart from 
government benefits, while only one matched savings recipient (11%) had no extra income. The 
matched savings group had higher educational qualifications as seven (78%) recipients had a 
university degree or higher whereas eleven (65%) NILS recipients had only a high school education 
or lower. Significantly more matched savings recipients were living in their own homes (six 
recipients) compared to fourteen NILS recipients who were renters.  
 
Table 3.3: Comparison of NILS and matched savings recipients’ demographics  
 
 NILS  Matched savings  
 
Age (average) 44 years  41 years  
 
Gender 12 recipients (71%) female 
 
8 recipients (89%) female 
 
Cultural background 
 
11 CALD 
 3 Anglo-Australians 
 3 Indigenous 
5 CALD 
3 Anglo-Australians 
1 Indigenous 
Fortnightly household 
income (average) 
 
$905 $1811 
Highest education 
level 
11 recipients (65%) had high 
school education or lower 
 
7 recipients (78%) had university 
degree 
 
Main source of 
income 
10 recipients (59%) solely on 
government benefits 
 
8 recipients (89%) had own or 
partner’s wage  
 
Housing type 14 recipients (88%) renters 
 
6 recipients (67%) owner-occupier 
 
Total number of 
recipients  
17 9 
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3.3.3 Demographics of workers 
A total of eleven workers took part in the interviews. Out of these, five workers were from the NILS 
program and had also been involved in the AddsUP matched savings program. Six workers were from 
Saver Plus. Table 3.4 shows the attributes of the workers interviewed, such as gender, types of 
microfinance programs, length in the role, age-range, and the training received.  
 
There were six male workers and five female workers. Two Saver Plus workers and one NILS worker 
were no longer working in their role and one worker was a volunteer. With the exception of two NILS 
workers who had worked eight months and nine months respectively, all the other workers had 
worked in the role for a year or more.  
 
The workers were spread across age groups with three workers each in age group of 30-39, 40-49, 
50-59 and two in the age group of 60-69. All the workers had job-related training with the exception 
of one NILS volunteer who had prior informal financial experience. Saver Plus workers seemed to 
have more structured training as all of them reported having been trained in Moneyminded facilitation 
and Saver Plus training. In contrast, most of the NILS workers had only on-the-job training. 
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Table 3.4: Workers’ demographics 
Worker  Gender Worker for Length in role Age group Education/Training 
 
1 Female Saver Plus 3 years 40-49 Year 10, Moneyminded facilitation training, Saver Plus training, NILS 
training, Banking background 
2 Male  Saver Plus  2 years 30-39 University Post Graduate, Moneyminded facilitation training, Saver Plus 
training, Certificate in Training Development 
3 Male NILS 
AddsUP 
9 months 60-69 Year 12,  Experience working in informal financial sector 
 
4 Female Saver Plus 5 years 40-49 Bachelor degree, Diploma in Community Service Coordination, 
Moneyminded facilitation training, Saver Plus training, other on-the-job 
training 
5 Male NILS  
AddsUP 
5 years 60-69 Honours degree, have worked in small lending and microfinance Australia 
and Pacific Islands (Papua New Guinea, Fiji, and Tonga) for more than 30 
years  
6 Male NILS 
AddsUP 
8 months 30-39 Bachelor degree, on the job training, online training 
7 Male Saver Plus 1 year 50-59 Bachelor degree, Moneyminded facilitation training, Saver Plus training, 
other on the job training 
8 Female  Past Saver 
Plus 
2 + years 30-39 Certificate, Moneyminded facilitation training, Saver Plus training, other 
on-the-job training 
9 Female  Past Saver 
Plus 
4 ½ years 40-49 Bachelor Education, Moneyminded facilitation training, Saver Plus 
training, other on-the-job training 
10 Male  NILS 
AddsUP 
5 years 50-59 Graduate Certificate, Degree, Community Work since leaving university, 
on-the-job training, conferences, and seminars 
11 Female Past NILS 
and AddsUP  
3 years 50-59 Graduate Diploma, Degree in community education Canberra, 20 years of 
community work, Rehabilitation, Counselling, Advocacy and Promotion  
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3.4 Data collection and interviews  
This research used in-depth interviews with semi-structured questions to gather information (see 
Appendices 2, 3, 4 and 5). This data-collection method is thought to best align with the study’s aims 
and research questions (Punch, 2005). This type of data-collection method provided a dynamic 
exchange of ideas based on open-ended questions, with probes to elicit details and explanations 
(Roulston, 2010, cited Trainor, 2013). It enabled the collection of data from people about their 
practices, beliefs or opinions, with a focus on recipients’ and workers’ experiences of microfinance 
programs in people’s lives.  
 
The use of interview guides helped to confine the conversation to the research aims of examining 
microfinance and financial inclusion, and to ensure consistency of areas covered. However, interview 
guides were used only as an outline, the order, and wording of the questions varied according to the 
emerging conversation. Upon consultation with my advisory committee, and after reading the three 
first transcripts, the initial interview guide for NILS underwent several modifications in style rather 
than content. This was necessary as many NILS recipients were from a refugee background, hence, 
it was quite challenging for them to answer open-ended questions such as that found in the original 
interview guide. The language in the interview guides was also modified to suit participants’ levels 
of English. The modification in the interview guide is attached in Appendix 2 and the final interview 
guide for NILS recipients is attached in Appendix 3. Generally, the NILS interview guide covered 
the following areas: the financial situation of the microfinance recipients; the contributions of 
microfinance; recipients’ attitudes towards money; opportunities and limitations; financial 
information needs; and general information about the recipients.  
 
The NILS program entails a lending approach where recipients “buy first and pay later”, whereas the 
matched savings approach requires recipients to “save first and buy later”. Therefore, for example, 
the matched savings recipients were asked about how they saved and did not ask them how they made 
loan repayments (see Appendix 4). Generally, the following areas were explored: the financial 
situation of microfinance recipients; their experience of the program; opportunities and limitations of 
the matched savings program; recipients’ financial outlook21; and general information about the 
recipients.  
 
                                                     
21 Recipients were asked about their perception of what they thought changed or not changed after the program such as 
their stressors, financial and non-financial worries, whether or not they have financial control over these and their life in 
general. Recipients were also asked what they see in themselves/families in 12 months and in five years’ time and if 
they think they have the financial resource to do these.  
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Workers were recruited only after I had a draft analysis of the interviews from the two groups of 
microfinance recipients. This was beneficial as I could engage in a more meaningful conversation 
with the workers when I had some information about the recipients whom I had interviewed. Hence, 
at certain points in the interviews, the conversations were recipient-driven, or entailed asking workers 
about certain opinions expressed by the microfinance recipients.  
 
The workers’ interview guide (see Appendix 5) was developed by taking into consideration the 
patterns and trends that emerged from the draft analysis of information provided by microfinance 
recipients. The same interview guide was used for workers across the two models; however, some 
questions were program-specific, for instance, recipients’ demographics and some features of the 
microfinance programs. Workers could add any information they thought was relevant. The key areas 
for discussion with workers were: the needs of people on low incomes and the importance of 
responding to immediate needs; the perceived contributions of the microfinance program to financial 
inclusion; opinions on the importance of financial education in relation to people’s money 
management skills; opinions on the “spend-first” or the “save-first” models’ opportunities and 
processes; opinions on some of the draft findings of the microfinance recipients; discussions of the 
workers’ site demographics in relation to microfinance recipients of the study (to gauge 
representativeness of my sample); and basic information about the workers.  
 
Prior to the start of interviews, all research participants were presented with a Participant Information 
Sheet (see Appendix 6 for microfinance recipients and Appendix 7 for workers) that emphasised the 
research process, research aims, and the voluntary nature of their participation. Participants were 
assured that their participation in the research was entirely voluntary and that the data collected would 
be used only for the research purpose. They were also informed that they could terminate the 
interview at any time they wished. All research participants were then required to sign a Participation 
Consent Form (see Appendix 8). At the end of the interview, a gift voucher to the value of $30 (see 
Appendix 9) was given in appreciation of their time and contribution to the study. 
 
All the interviews were conducted face-to-face. All the interviews were audio-recorded with the 
exception of one. The exception was due to a technical fault with the recorder that occurred during 
the interview and detailed notes were taken immediately after the interview. The interview time and 
venue were chosen by the research participants prior to the interview. On average, the interview time 
of NILS recipients was the shortest (around 30 minutes) due to a large number of recipients from a 
refugee background who did not speak fluent English, the matched savings recipients’ interviews 
took around 50 minutes and the workers’ interviews were more than an hour on average. At times, 
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the anonymity of the recipients to the referring organisations could not be ensured. This only 
happened for NILS recipients as some of the interviews were conducted in the community 
organisations from which recipients obtained their NILS loans. This was requested by the recipients 
themselves. However, the community organisations provided a room so that the conversation was 
still confidential.  
 
Audio-recordings enabled me to concentrate on listening and responding to the research participants 
and to not be distracted by having to write extensive notes during the conversation (Stuckey, 2014). 
The use of recordings also enabled me to keep an accurate record of the interviews. With the help of 
audio-recordings, I only needed to refer to my interview guides to guide and develop the conversation. 
With the exception of some surroundings noises, particularly when the interviews were conducted in 
public areas, the recordings quality was good and clear. However, some important notes were taken 
during the interviews such as participants’ basic information. After the interview, I immediately wrote 
down my reflections on the meeting to best maximise my recall of the interviews.  
 
Of the NILS interviews, four required the use of interpreters. One recipient (Emma) was interviewed 
with the help of the Translating and Interpreting Service (TIS) of Centrelink. One recipient, Patricia, 
was more confident having her daughter join her as a translator during the interview as she did not 
have confidence conversing in English even though she understood what we were discussing. Two 
other recipients (Nick and Quinn) were more confident having their partners present during the 
interviews.  
 
3.5 Data analysis  
A thematic content analysis is a way to identify, analyse, and report patterns or themes within the 
data (Braun & Clarke, 2006). The themes and connections between categories were then used to 
interpret the data and attach meaning and significance to the analysis (Elo & Kyngas, 2008; Horton, 
Macve, & Struyven, 2004). The flexibility of this analytical method is congruent with the 
epistemological stance of my study, social constructionism (Braun & Clarke, 2006), because while 
deriving the codes and themes, I could guide the analysis with the underpinning theory in mind. Thus, 
the actual data itself can determine the structure of the analysis (Burnard, Gill, Steward, Treasure, & 
Chadwick, 2008). Six steps in thematic content analysis were used in my data analysis (Braun & 
Clarke, 2006; Spencer, Ritchie, O'Connor, Morrell, & Ormston, 2014):  
 
a. Transcribing my raw data into verbatim transcription  
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The first step was to transcribe all my interviews into textual data as soon as I could to 
minimise transcription errors while I could still remember vividly what had been said during 
the interviews. This involved steps such as transcribing the audio-recordings into textual data 
in a Microsoft Word file, and noting the initial comments and ideas made during the 
interviews. Transcribing audio recordings as accurately as possible into textual data is the 
fundamental component in establishing trustworthiness and rigour in qualitative research 
(Poland, 1995). To ensure anonymity, I made sure that I did not have the participants’ name 
on my word file during transcription. After transcribing, I listened to the audio recordings 
several times again to make sure that I had captured participants’ exact words. I had also 
captured my own reflections and observations during the interviews in note form and I added 
this to my transcripts. It proved to be a good way to recall my interviews while doing my 
transcription. An example of my reflection on a participant’s transcript reads as follows: 
 
This interview was conducted with the help of participant’s wife, who speaks better 
English than the participant. At times, she does the talking. I think this is all right, in fact, 
better, because they share the household expense, such as paying for the house together.  
 
b. Familiarisation with the research data 
Analysing qualitative data involved a thorough reading of the interviews transcripts to look 
for similarities and differences, and finding themes and developing categories (Wong, 2008). 
A competent analysis of the data depended on my understanding of, and familiarisation with, 
the data collected (Taylor-Powell & Renner, 2003). I was already quite familiar with the data 
set because I had transcribed the data myself and had listened to the audio data several times. 
After transcribing, I printed out a copy of my transcripts to gain an overview of my data and 
become thoroughly familiar with my material. This familiarisation process was used to 
identify issues that are of interest, recurrent across the data set and relevant to the research 
questions and continued until I fully understood the “diversity of circumstances and 
characteristics within the dataset” (Spencer et al., 2014, p. 297). At this stage, I also prepared 
summaries of each transcript to further familiarise myself with each interview. 
 
 
 
c. Construction of an initial thematic framework 
After the end of my familiarisation process with my data, I generated a list of topics, based on 
the frequency of terms used by the participants. I then reviewed them again to take account of 
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my research aim and research questions. The underlying ideas or themes that linked a 
particular idea were sorted. An initial thematic framework for organising was constructed 
using Microsoft Word. At this stage, I also entered each transcript into NVivo. 
I then sorted the data into a frequency of themes and subthemes in order to construct a 
framework for use across the data set. I found the construction of an initial thematic 
framework very useful because having a “hierarchical arrangement of themes” enabled me to 
see the bigger picture instead of getting “lost in a proliferation of more specific labels” 
(Spencer et al., 2014, p. 298). Using this method, I completed an initial thematic framework 
consisting of the following five themes: participants’ background; money management 
methods; attitudes to money; money not enough (income inadequacy); and planning and 
agency. At the same time, I was also mindful of any important terms (even though they may 
be used very little) so that they were not excluded from my later analysis, for example, one 
participant mentioned a type of savings circles and this was included in the data analysis. 
 
d. Indexing and sorting the data 
During this step, I read each phrase, sentence, and paragraph again in fine detail to identify 
themes. This process was repeated until all the transcripts had been indexed. Each transcript 
was coded using the same method. The followings are a few quotes from participants to show 
how I indexed my data. Going through these quotes, what the participants were saying was 
about their feeling and attitude to money, so I put all the related quotes into the theme “attitude 
towards money”.  
 
The word money and I think of bills… 
 
Because most of the money that you get whatever from, whatever from government, 
whatever from pay, is to go straight away to … bills, to pay bills. 
 
If you don’t have money, you can’t breathe, you can’t live. Money, I believe, money 
predicts your way of life… 
 
 
In addition to manually indexing the data into the initial thematic framework, I also coded 
these themes into nodes in NVivo (see Appendix 10 for example of these nodes).  
 
 
e. Reviewing data extracts for coherence and further refinement of framework 
The next process in my analysis involved reading the indexed data again to gauge the 
coherence of data extracts and re-examine them to see if there were remaining themes in 
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neglected sections (Spencer et al., 2014). During this stage, I also looked for exceptions and 
contradictions in the data to make sure that everyone had a voice in my research and the whole 
range of ideas was represented. For example, there was only one recipient who spoke about 
using a type of rotating savings circles to manage her living and this was included in my 
analysis of the opportunities and barriers people face in managing their living.  
 
f. Data and transcript summary and display 
I summarised all the data relating to a specific theme across all the recipients’ transcripts 
before moving on to the next. These summaries contained “enough details and context” so 
that I did not have to “go back to the transcribed data to understand the point being made” 
(Spencer et al., 2014, p. 309). These summaries were also useful in identifying quotes to 
support my findings. In this way, I ensured that my data was explored and examined very 
thoroughly. What to put into the data summary required a “fine-tuned judgement” so as not 
to lose “the language or voice of participant” (Spencer et al., 2014, p. 309). To help me 
understand the context better, in the last column of the data summary (see Appendix 11), I 
had also included my reflections to help me in my discussion later on.  
 
Using the steps described above, I completed the analysis of all research data and my findings will 
be presented in Chapter 4, 5, 6 and 7. The next section will discuss the rigour of my study.  
 
3.6 Rigour of the study  
To address the rigour of my study, I placed high importance on credibility and trustworthiness, which 
are two key issues in determining the rigour of a qualitative study (Creswell, 1994; Williams & 
Morrow, 2009). Credibility refers to the believability of my data and findings; whether I had 
conducted my research in a believable manner and what steps were taken to demonstrate credibility 
to external readers (Houghton, Casey, Shaw, & Murphy, 2013; Lincoln & Guba, 1985; Polit & Tatano 
Beck, 2010). The trustworthiness of qualitative research parallels reliability and validity in 
quantitative research (Polit & Tatano Beck, 2010) and relates to the integrity of my study. 
 
Credibility can be influenced by the theoretical framework, epistemological stance, assumptions and 
personal bias (Richards & Schwartz, 2002). According to Finlay (2002), a piece of qualitative 
research is a joint product of the study’s participants, the researcher and the relationship between 
them. Thus, I might construct, or influence the collection and interpretation of data (Finlay, 2002). 
To address this issue, prior to the interview, I provided: clarification of my role as a student researcher 
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not affiliated with any organisation; a clear explanation of the purpose of the study; the voluntary 
nature of the study; and the strict upholding of participants’ and data confidentiality.  
 
Peer-reviewing was also employed to uphold research credibility. At every stage of the research, my 
advisors were involved, such as commenting on research proposal drafts, checking over all my 
interview guides, helping me obtain ethics approvals and checking over transcriptions.  I used the 
supervisory sessions with my advisors to ensure my research adhered to the research plan and to 
provide a check on the veracity of my interpretation. Interview guides were developed with help from 
my supervisors and were used for the study. As discussed in section 3.4, the guide assisted me in 
covering similar topics with the participants, though not necessarily in the same order. During the 
data-collection stage, ongoing member-checking through deliberate probing by asking clarifying 
questions during the in-depth interviews to ensure I understood correctly participants’ meaning. This 
was an important technique to ensure the credibility of qualitative data (Lincoln & Guba, 1985).  
 
In addition to credibility issues that could arise from the data-collection method, credibility issues 
can also surface during the analysis stage. Credibility must be judged in relation to the care with 
which the data were analysed (Richards & Schwartz, 2002). The accuracy of each account was 
enhanced by immediate transcription of interviews, reviewing transcripts, coding, and analysis, and 
debriefing with my advisors (Padgett, 1998). Sharing transcripts with my advisors enabled them to 
provide me with feedback to improve on in a subsequent interview and to help me review my research 
objective and checking my conclusions. 
 
The trustworthiness of my study was addressed using reflexivity, communication of findings, and 
integrity of the data (Williams & Morrow, 2009). Reflexivity, or the researcher’s “self-critical 
approach that question how knowledge is generated” (D'Cruz, Gillingham, & Melendez, 2007, p. 75) 
was practised to minimise the impact of my own perspective and to emphasise the participants’ 
perspective. The balance between reflexivity and subjectivity was constantly pondered, between what 
the participants said and the ways I interpreted the meaning of the words (Williams & Morrow, 2009). 
I identified my own personal background (for example my socioeconomic status; cultural background 
and being born overseas), my biases and values, which may have influenced my interpretations with 
an open self-reflective narrative (Creswell, 1994). I have communicated my findings at conferences 
and published my findings. This ensured that my study would be open to scrutiny, in addition to 
enhancing credibility. I have provided enough details to allow for this study to be replicated, and to 
further enhance the integrity of my study I will describe my biases and the challenges I faced in the 
next section.  
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3.7 Challenges 
There were a variety of challenges throughout the study. Firstly, I need to talk about my own position 
in this research, which was that of a skilled migrant, with a background markedly different to that of 
the recipients, and a very different view on finances. These differences highlighted certain 
assumptions and potential biases to the study.  
 
I came from a country where there is very little welfare help for people on lower incomes or who are 
looking for work, for people who are studying, for parents, for single parents and disabled people. 
When I first started work as a social worker, the terms government “income”, “payment”, and 
“entitlement” were very alien to me. For example, I could not understand why the term “income” was 
used when people had not earned it. I also believed that the terms “payments” or “entitlements” were 
misleading because I held a belief that the government should only have the obligation of looking 
after the aged and people with a disability, but not an able-bodied working person. I supported the 
role of the family in taking care of aged parents. Coming from such a background, I found it hard to 
comprehend the fact that people are still considered “poor” despite welfare and help from the 
government.   
 
Due to my employment and circle of friends in my home country, I had not dealt extensively with 
people on lower incomes there. Not until I worked with people on lower incomes, in particular in a 
low socio-economic area in Australia, did I become conscious of the pressing everyday needs of 
people, particularly those on government payments. I also believed that things could be changed if 
people on lower incomes could change their mentality and spending behaviours. I believed in “suffer 
first, enjoy later”. This was not in line with the approach of some of the NILS recipients when things 
that were needed were purchased first and payment came later. I initially thought of this as “enjoy 
first, suffer later”. I believed that NILS is still a debt to be repaid and any debt that did not build up 
an asset (like a house loan) is not a “good” debt. I believed that many material things could be 
“sacrificed” initially; including items bought using NILS, for a bigger later gain. I was also initially 
quite taken aback that there were no provision for saving in many Australian households. Coming 
from a country that had very minimal welfare for people on low incomes, the importance of savings 
had always been stressed during my upbringing. I firmly believe in saving to offset unexpected 
expenses. This was not the case with many participants, where saving seemed to be of the least 
importance. This internal conflict of not agreeing with the way recipients managed their finance was 
constantly reflected on, however, at all times, I was careful to be impartial and objective, to not let 
my own assumptions influence the recipients’ answers. All my transcripts were reviewed by my two 
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advisors following each interview, which helped me to actively reflect upon my unconscious 
assumptions and ultimately provided an additional check against bias.  
 
I was initially inexperienced in qualitative research. The first three interviews resulted in “thin” data. 
During these interviews, I felt that the research participants were sharing a private domain and thus 
in the interview I was overly apologetic and used tentative language. During the debriefing with 
supervisors, I was reminded that the interview had been mutually agreed upon and that since a 
reimbursement was given for their time and contribution; there was no need for me to feel apologetic 
about asking questions. On the other hand, sometimes I thought this humility in interviewing may 
have actually helped in eliciting responses in some people.  
 
Another challenge was my CALD background with English not being my first language. I was unsure 
if coming from such a background would affect recruitment, particularly of recipients from Anglo-
Australian backgrounds. More than half of NILS recipients (11 recipients) were from a CALD 
background, only three participants from the NILS program were from an Anglo-Australian 
background and three were from an Indigenous background. For the matched savings program, five 
recipients were from the CALD background, three from an Anglo-Australian background, and one 
from an Indigenous background. All the workers were from an Anglo-Australian background. Thus, 
judging from the cultural composition of the sample, my CALD background might have assisted in 
recruiting CALD recipients.  
 
The other challenge was the English proficiency of recipients. More than half of the NILS recipients 
were from a CALD background and all of them were from a refugee background. Some of them had 
very limited English language ability. Hence, many questions were simplified during the interviews. 
Many recipients from the CALD group were also not able to respond to the open-nature of the 
interviews questions. As I come from a CALD background myself, I understood the difficulty in 
expressing responses to the openness of the interview questions. Thus some questions were made 
really “simple” and straightforward so that recipients could understand the questions, thus the 
openness of the questions was sometimes compromised, as in the example below. There was no 
language barrier for the CALD matched savings recipients because all of them spoke good English 
and arrived in Australia as skilled migrants. 
 
I: So, does taking up this no interest loan help you to manage... 
P: What? 
I: Does taking up the NILS loan help you to manage your money?  
(Pause) 
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I: Does it help you, the loan from here? 
P: Yes, sometimes yes,  
I: Can you tell me how it helps…how the loan helped you? 
P: Yea, maybe, maybe many many people. Say me I have big problem, maybe I don’t have, I 
don’t have …. my bed is broken, I don’t have money because I, money, err, pay rent, pay too 
much, too much money for my bill, but my bed is broken, but my chair is broken… 
 
Besides my own assumptions and biases, inexperience and recipients’ English proficiency, there were 
other challenges during the data collection and interview stages. This happened during the recruitment 
for matched savings participants. For this group of recipients, recruitment was extraordinarily 
difficult due to the “embargo” from SPNO discussed in Section 3.3. With challenges discussed, the 
next section will consider the ethical issues pertaining to the study.  
 
3.8 Ethical considerations  
Ethical issues relate to the nature of power relationships between the researcher and the researched, 
obtaining consent and maintaining anonymity, as well as upholding the privacy and confidentiality 
of information collected (Richards & Schwartz, 2002). This research adhered to the ethics standards 
of UQ and had gained approval from its ethics committee before engaging in fieldwork. These ethical 
approvals and amendments are attached in Appendix 12.  
 
In order for consent to be informed, the reason for the study, the requirements of participants, and 
potential risks and harm were explained in appropriate detail and in terms meaningful to participants 
(Fereday & Muir-Cochrane, 2006). This was provided in the form of a participant information sheet 
to all research participants (Appendix 6 and 7). A consent form was signed by all the participants to 
ensure that they knew they were participating voluntarily in the research (Appendix 8).  
 
As a result of my previous role as a microfinance worker, in one instance, I knew a matched savings 
recipient while I was a Saver Plus worker, but left that role to work with NILS before that participant 
completed the program. I had consulted my advisors to consider any conflict and they were aware of 
these circumstances and agreed that the interview should go ahead. In another case, I had previously 
known a NILS recipient. The recipient had obtained my research information from a community 
neighbourhood centre. As part of the loan application process, I had had a financial conversation with 
the recipient and helped her prepare a loan application to be submitted to the loan committee. The 
recipient’s loan was then approved by a committee of three of which I was one. However, there was 
no prior or subsequent contact with the recipient. Again, I was unsure if this would constitute an 
ethical issue but the interview went ahead with the signing of the Participant Consent Form. After 
consulting my advisory team, a telephone conversation was subsequently made to the UQ Human 
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Ethics Committee Coordinator. It was proposed that I ring the recipient again to gain her verbal and 
written consent once more, and the case was forwarded to the Ethics Chair and noted before the 
recipient’s data was used. Through my work, both in NILS and Saver Plus, I also knew many of the 
workers and as a result of this, I recruited enough microfinance workers. To address potential ethical 
issues that might arise due to my insider status, prior to the interview, I assured the workers that the 
information they shared with me would not be disclosed to anyone else, and would only be used for 
research purposes.  
 
Potential prejudice and reprisal could result from the identification of recipients to their wider social 
groups (Richards & Schwartz, 2002), however, some NILS recipients had chosen to do their 
interviews in the community organisations from which they had obtained their loans, hence 
compromising their identities to the organisations. This could possibly be due to the attachment to 
the organisations migrants developed when they first arrived as refugees. However, the 
confidentiality of the interview content was ensured as the community organisation provided a room 
for the interviews and all recipients were de-identified in this thesis and any other public documents 
and publications. Transcripts also often contained clues to participants’ identities, and thus they were 
hard to anonymise (Richards & Schwartz, 2002), but as I was the only person who listened to the 
recordings, and the files were stored on a password-protected computer, the confidentiality was able 
to be maintained. Other steps that I took to ensure participants’ confidentiality were giving 
participants code numbers which were kept separately from their names; keeping all research 
documents in a locked file cabinet at the School of Nursing, Midwifery and Social Work at UQ, St. 
Lucia Campus, that only I could access; and ensuring that when the findings of this study were 
published or discussed in any conferences, participants’ identities would not be revealed. In data 
analysis, steps were also taken to ensure anonymity and confidentiality, and participants were not 
identified through organisations.  
 
As my study aimed at an in-depth understanding of how people used their money and explored the 
reasons for their actions, at times my questions could be seen as probing in nature. This might have 
caused discomfort or distress to participants. Richards and Schwartz (2002) agree that qualitative 
interviews can be probing in nature, which may provoke distress or anxiety. To counter this possible 
ethical issue, I prepared a list of agencies or resources for participants should they be distressed about 
their financial situation resulting from the interviews, but no one exercised this option. In addition, I 
also emphasised at the beginning of the interview that the research participants had the option to 
refuse to answer and could stop participating at any time for any reason. With ethical issues 
considered, the next section discusses the strength and limitations of the research approach.  
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3.9 Strengths and limitations 
3.9.1 Strengths 
The main strength in this study is the use of the Capability Approach. Even though this group (people 
on low incomes) has been examined extensively in developing countries in poverty studies, they are 
relatively little-studied on their capability to achieve financial inclusion, particularly when looked 
through the lens of the Capability Approach that emphasises people’s functionings and capability to 
achieve those functionings. Even though this group is frequently studied for their income levels and 
ways to boost their incomes, they are rarely studied for their unfreedoms or constraints to achieve 
what they want. In other words, this group of people have rarely been given a voice in a development 
program. The in-depth data I collected through my qualitative research design enables me to 
investigate an external freedom (microfinance) that relates to people’s behaviours in their social 
environment.  
 
My familiarity with the study location and previous work experience in the microfinance field were 
an asset. The networks I had built up were extremely helpful during recruitment of research 
participants. For the CALD participants, the fact that the recipients and I came from diverse cultural 
backgrounds was also important in developing rapport between recipients and the researcher to ensure 
open conversations. This exploratory study was also able to recruit a broad spectrum of people on 
low incomes, particularly those from the CALD group and the Indigenous group. The research had 
provided an opportunity for these otherwise little-studied groups’ voices to be heard. With a total of 
20 recipients out of the 26 microfinance recipients of the study from either the CALD or the 
Indigenous group, within the constraints of fieldwork, this is an achievement.  
 
3.9.2 Limitations 
Alongside these strengths, I also acknowledge several limitations. This research looked at only two 
of the several microfinance initiatives in Australia. Other microfinance initiatives in Australia that 
charge interest (such as StepUP Loan and Progress Loans) and microinsurance initiatives were not 
studied. As such, the study was not able to examine the contributions of these programs, which may 
be different from NILS and the matched savings programs. However, the two microfinance initiatives 
I studied had the widest outreach in the community. 
 
The sample consisted of people on low incomes who had been able to access a microfinance program. 
However, due to the use of microfinance’s participation criteria to screen eligible recipients, there are 
many people on low incomes who are not eligible for a microfinance program. The sample did not 
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include these people as they are not considered microfinance’s target group. Hence, there was no 
representation for people on low incomes who are not eligible for microfinance’s help. Further 
research may be able to include this group in financial inclusion study.  
 
There were some variations among cultural groups, age groups, and family structure, for example, 
whether or not recipients were partnered or single, or partnered or single with dependents, or single. 
There were 20 female recipients out of a total of 26 recipients (12 NILS and 8 matched savings) with 
the CALD group (16 out of 26 recipients) being the largest group. Given that the CALD group is a 
minority in Australia, the sample was skewed towards an over-representation of the CALD group and 
highly under-representative of Anglo-Australians. The male recipients were also very much under-
represented.  
 
The data was collected retrospectively at one point in time, thereby relying on recipients’ recall of 
the contributions of the programs and not what was actually being done. A longitudinal study of this 
sort would provide better insights in the financial inclusion of people, from using NILS as a savings 
in reverse to savings for a future as in the AddsUP, or recipients’ progression along the financial 
capability continuum.  
 
3.10 Summary of the chapter  
This chapter outlined the research design and epistemology, sampling criteria, recruitment, data-
collection, and interview methods. Data analysis was explained, followed by how I addressed the 
rigour of my study. I had also written about the challenges I faced for my study, as well as strengths 
and limitations of the research approach. The next chapter will discuss the findings on my first 
research question on the opportunities and barriers to managing their lives encountered by people on 
low incomes. 
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CHAPTER 4: OPPORTUNITIES AND BARRIERS 
This chapter presents the findings from the research to answer the first research question of “What 
are the opportunities and barriers encountered by people on low income in managing their living?” 
The analysis is presented in three parts in this chapter. The first part explores recipients’ external 
environment, such as the constraints they face in society. The second part examines recipients’ 
individual abilities, such as their money management strategies. The third section examines 
recipients’ goals and values. Together these three components are represented by the shaded part of 
the conceptual model in Figure 2.2, Section 2.6.2. 
 
4.1 External environment: Constraints faced by recipients 
As discussed in the outline of the Capability Approach in Section 2.6 in Chapter 2, there are various 
unfreedoms in people’s external environment that can hinder people’s capability to achieve. As such, 
Sen (1999) has noted that a lack of capability is not necessarily an individual’s deficit, but could be 
due to various unfreedoms that people face. People’s external environment is shaped by various 
freedoms and unfreedoms they experience in life, such as being on a low income, multiple demands 
upon their incomes, and difficulties faced in increasing their income. Each of these will now be 
explored in turn.  
 
4.1.1 Low incomes 
The first and most commonly mentioned unfreedom in the recipients’ external environment was a 
low income. The level of income varied depending on the types of government benefits people 
received, for example, a higher government payment for people who are on an age pension than 
people who are on a Newstart Allowance. The level of income also varied depending on whether 
people had other income in addition to government payment, and the size of their families (a higher 
Family Tax Benefit (FTB) for people with more dependents). Although there was substantial 
variation between recipients’ income levels (NILS recipients’ fortnightly incomes of $905 being half 
of the matched savings recipients’ incomes of $1811), recipients from both models could be 
categorised as having a low income. Table 4.1 shows the income breakdowns of the recipients of the 
two microfinance models.  
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Table 4.1: Income breakdowns of microfinance recipients  
                         Microfinance model 
 
Main source of income 
“Spend-first” 
model – NILS 
“Save-first” model 
– matched savings 
Number of recipients in paid employment/other 
income in addition to government benefits 
 
Number of recipients not in paid employment 
(solely on government benefits) 
   Types of government benefits 
Newstart Allowance  
DSP 
Old Age Pension 
Parenting Payment 
Carer Pension 
 
 Total number of recipients  
7 
 
 
10  
 
 
 5 
 3 
 1 
 1 
 0 
 
17 
 
8 
 
 
1 
 
 
0 
0 
0 
0 
1 
 
9 
 
Fortnightly income of recipients  
With paid employment/other income in addition 
to government benefits 
Solely on government benefits 
   
 Average income of recipients 
 
 
$1365 
$589 
 
$905 
 
 
 
$1850 
$1500 
 
$1811 
 
 
In Australia, the poverty line is based on the disposable income required to support the basic needs 
of a family of two adults and two dependent children, with poverty lines for other types of family 
deriving from this benchmark (The University of Melbourne, 2016). According to this benchmark, 
inclusive of housing costs, the poverty line for a family of two adults and two dependents is $985.89 
per week ($1972 per fortnight), $524.89 ($1049.78 per fortnight) for a single person, $425.61 (851.22 
per fortnight) for a single pensioner. All the recipients received some form of government benefits. 
Recipients who had other incomes in addition to government benefits were mainly recipients with 
low incomes who qualified for FTB. The lowest income group ($589 per fortnight) was comprised 
of people whose income was derived solely from government benefits. Gina, who was on a Newstart 
Allowance, mentioned that she had to be very thrifty in between government payments in order to 
make ends meet. 
 
We only seem to be, seem to get by each payment, we never have anything much to 
spare…we, we rarely had any…so I mean, we manage by actually not spending much on 
things. 
(Gina, NILS)  
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In addition to variation across the microfinance models, recipients’ incomes also varied among 
different recipient groups. The income of the CALD recipients ($1304) was the highest among the 
three groups of recipients (see Table 4.2). This was because more CALD recipients had other income 
apart from Centrelink income. Coincidently, all of the seven NILS recipients who had income other 
than Centrelink income were from the CALD group and of the eight matched savings recipients who 
had paid employment, five were from the CALD group. Although the CALD group reported the 
highest income as shown in Table 4.2, this group also had four recipients receiving the lowest income 
among all the recipients. They were receiving Newstart allowance while they searched for 
employment. Table 4.2 also indicates that all matched savings recipients had higher incomes than 
their NILS counterparts. This was because all except one matched savings recipient had income in 
addition to government benefits.   
 
Table 4.2: Income by recipient groups  
              Model 
 
Recipients group 
NILS Matched 
savings  
 
Total across two 
models 
CALD 
Number of recipients 
Fortnightly income 
 
 
11* 
$1043 
 
5 
$1880 
 
 
16 
$1304 
Anglo-Australian 
Number of recipients 
Average fortnightly income 
 
 
3 
$690 
 
3 
$1799 
 
6 
$1244 
Indigenous  
Number of recipients  
Average fortnightly income 
 
 
3 
$613 
 
1 
$1500 
 
4 
$835 
    * All these recipients came to Australia as refugees. 
 
People’s expenditures matched income but only just. A NILS recipient, Daisy, who had her own 
family daycare business, thought that making ends meet was a big challenge for her. Daisy used the 
words “many many bills” to tell her story of living on a low income with numerous bills to pay. She 
used the words “I don’t know, why, I don’t know” to show her helplessness and she named a large 
bill, such as an electricity bill, as a “very hard” bill. With her limited English, she used the phrases 
“every people crying” and “many people is very, very pain” to express the difficulties people on low 
incomes faced while meeting living expenses in their everyday lives. 
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…too many bills, because now the electricity is very high…is very hard, is too much money. 
This many many people, every people crying because the electricity bill is very hard, is very 
hard…many many people is very very pain… 
(Daisy, NILS) 
 
To summarise, recipients’ income level varied between the two models. The matched savings 
recipients had a much higher income than the NILS recipients. As expected, people whose only source 
of income was from government benefits reported the lowest income. However, all the recipients 
noted that a lack of money was the biggest barrier to managing their living. The next section looks at 
demands on recipients’ incomes.  
 
4.1.2 Demands on income 
In addition to the constraint of living on a low income, recipients also mentioned that there are various 
demands that further constrained them in managing their everyday living such as family 
responsibilities, financial contracts such as debt-repayments, and social contracts such as overseas 
remittances.  
 
4.1.2.1 Family responsibilities  
The first demand on recipients’ income that was discussed was the demand of family responsibilities. 
There were 17 recipients with dependents. They reported that family responsibility was one of the 
top demands on their income. This group of recipients also reported higher incomes. This higher 
income was partly due to the higher government benefits, for example, higher FTB compared to 
dependent-free recipients and because this group of recipients was most likely to have other income. 
Of these 17 recipients, 14 had extra income in addition to their government benefits (see Table 3.1 
and Table 3.2). Karl explained that having a family responsibility was the reason for extra income. 
 
That is the responsibility to look for it…you got kids out there and you do not have money to 
buy them bread… 
(Karl, NILS) 
 
Lily commented that the higher FTB income she received was her children’s money. Both Karl and 
Lily were CALD recipients with dependents. It is unclear if this emphasis on FTB as their children’s 
money will result in the recipients allocating more money to their children’s needs, for example, for 
their children’s education.  
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I no Centrelink money, my husband works…no Centrelink money…my children money, 
Centrelink, Centrelink give money. 
(Lily, NILS)  
 
In other words, recipients with dependents had a higher income, but this came with greater family 
responsibilities. Recipients mentioned family responsibility was a driver to seek more work. The next 
section will explore financial contracts in people’s external environment.  
 
4.1.2.2 Financial contracts  
The second demand on recipients’ income is in the form of debt repayments. Two CALD recipients 
had entered into financial contracts, one formal the other informal, when they migrated. These 
contracts related to borrowings from one recipient’s own family and friends and from a formal agency 
in the other case. Emma recalled that:  
 
To come to Australia, I have no money and I have to borrow, from family, friends, and 
relatives. So if I get any extra money, then I will pay back my debt. 
      (Emma, NILS) 
 
The non-CALD migrants did not mention financial contracts of these sorts. However, they also made 
other sorts of financial contracts at times of major events, such as leaving a relationship or fleeing 
from domestic violence. During such times, recipients may enter into expensive financial contracts 
such as payday loans. Mary mentioned taking up a payday loan to help with her move when her 
relationship broke down. This contract posed a huge demand on Mary’s income at that time and Mary 
mentioned it was “a struggle to pay it back…oh well, I pay it back”.  
 
Apart from Mary, no other recipient mentioned having to use payday lenders to address their needs. 
For example, Jason asserted that he did not like payday lenders and would rather use a NILS loan.  
 
No, I don’t like [payday lenders], I don’t like them, no, I don’t like them, do not like them. 
(Jason, NILS)  
 
Financial contracts in the form of debt-repayments for new migrants had been reported as financial 
contracts that put a demand on recipients’ income. However, unless they had no other options, 
recipients had largely steered clear of financial contracts that could be exploitive.  
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4.1.2.3 Social contracts  
The third demand on recipients’ income was in the form an informal social contract between those 
who had migrated and their family overseas. Those from an Asian or African background spoke of 
this obligation as a demand upon their income. The Middle-Eastern, Anglo-Australian, European and 
Indigenous participants did not mention obligations to extended family although they were supporting 
their own family in Australia. Three CALD recipients said that they had an obligation to take care of 
their family members who were not in Australia. This group of recipients said they had to abide by 
this type of social contract, thus they found it hard to get ahead financially, as they regularly remitted 
whatever surplus they had. All the recipients who mentioned this obligation were in the age-group of 
35-54 years old and they had their own family responsibilities in Australia. They were sandwiched 
between the dilemma of providing for their own family and that of the family overseas. For example, 
Karl, a CALD recipient with dependents, said that whenever there was a surplus in his budget, he 
would remit the money to help his family overseas.  
 
And then the rest, you know, you can think about those people that you left behind, sometimes 
when you get some balance. 
     (Karl, NILS) 
 
Nick, a CALD recipient with dependents mentioned he had “a little bit left”, which meant he had 
some surplus in his budget. Nick, too, was not able to use this surplus to improve his own family’s 
wellbeing because of this informal social contract in the form of an overseas remittance.  
 
A little bit left, sometimes send my country, there is a family, sometimes I send a lot, no food, 
I send the money, and then they buy the food to eat. 
      (Nick, NILS) 
 
Only one female recipient mentioned overseas remittance as an obligation. Lily was a CALD recipient 
who worked as a family day care operator and her partner also worked. She had some savings every 
fortnight that could have been used to improve her six children’s wellbeing but was unable to do so 
because of her obligations overseas. Lily had to put aside some savings because she needed to send 
money overseas. When her family telephoned to say they needed money, she would have to send 
some, depending on how much she had. In her words, she sent “one hundred, fifty dollar, thirty dollar, 
two, two months one hundred”. In addition to the regular remittance, Lily needed to respond to family 
crises as well. For example, when her parents were admitted to the hospital, it was a very heavy 
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burden for Lily. The use of “send money, send the big money” showed Lily’s dilemma and her 
helplessness in her family obligation. 
 
A little bit savings, put the money…put one hundred, fifty dollar, thirty dollar, two, two 
months one hundred, and hello…my mom and my dad, hello…one hundred, send my 
money…send money, send the big money … 
    (Lily, NILS)  
 
Most of the other recipients who did not mention overseas remittances had other obligations. For 
example, one CALD recipient in the matched savings program said that he had just returned from a 
family visit to see his elderly mother overseas. Lily also mentioned that she needed to visit her family 
when she had the means to do so. For these recipients, these visits were more obligatory than 
recreational; they were expected to visit their overseas family members as frequently as possible.  
 
To summarise, these social contracts were unfreedoms in the lives of the CALD recipients. When 
recipients responded to an overseas family crisis, or had an unexpected demand for money from 
overseas, in addition to their regular remittances, more demands were placed upon their already 
limited incomes. They did not seem to have a way out of this predicament. For instance, many CALD 
recipients had savings which could have been used to improve the wellbeing of family members here 
in Australia, but this could not be done because they had to send money overseas. The next section 
will discuss people’s difficulty in increasing their incomes.  
 
4.1.3 Difficulty in increasing income 
In addition to having a low income and multiple demands on that income, recipients also were limited 
in increasing their income due to lack of work opportunities and barriers. 
 
4.1.3.1 Work opportunities  
The group of recipients who faced the most difficulty in finding work were the NILS recipients who 
were mature age, had a disability and few formal qualifications. A NILS recipient, Gina, aged 63, 
was made redundant at a mature age and found it hard to re-enter the workforce. Gina had enrolled 
in an art course to improve her painting skill, in the hope that she could sell more of her paintings 
rather than having to find work, which she knew was only getting harder as she aged. Gina reported 
that:  
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…because of not able to find work after a certain age from the government, and I did long-
term temporal and then short-term temporal and then Brisbane, wonderful state government 
decided to cut a lot of jobs, and so they are no longer interested in, as in, recruiting temp 
agencies that I used to get a lot of work through, no longer get a position because they were 
people that lost their government jobs that, then they would, they would have been the first 
up to get the roles…so I found myself unable to do, to get to work. 
(Gina, NILS) 
 
People who had disabilities also struggled to find work. Of the three recipients with a disability across 
the two models, only one recipient, with a postgraduate degree, reported having paid work. The 
difficulty of getting paid work had prompted Jason to seek self-employment. Jason had wanted to 
start a small home-based business packaging bolts and nuts for a company, but did not have the means 
to do so because his only income was from a government benefit (DSP). Jason was unable to get the 
necessary help from his family or to source a small fund to start his business and used the phrase 
“government will not help” a number of times to express his frustration at not being able to create 
self-employment.  
 
You just can’t get any funding, government just will not support, government will not help, 
will not give you a penny to help, will not give you a penny to help, that is that hardest part 
in life, can’t get money…small business, here at home but no money…your family is 
here…but they, you know, they won’t give me money to help me. 
(Jason, NILS)  
 
These two examples suggest that recipients had considered paid work as well as self-employment to 
increase their income but they could not do so due to the constraints of their age and having a 
disability. Almost all the matched savings recipients were in paid employment with the exception of 
one AddsUP recipient. This was unsurprising because one of the participation requirements for Saver 
Plus (7 out of 9 matched savings recipients were Saver Plus recipients) is having paid income in 
addition to Centrelink income.  
 
Coming from migrant backgrounds and having a lack of English could potentially handicap the 
CALD recipients in getting paid employment; however, this was not the case for the microfinance 
recipients in this study. A total of 12 out of 16 CALD recipients across the two models were in paid 
employment. In the NILS program, out of the seven recipients who had paid employment, all of them 
were from the CALD group. Daisy is from a CALD background and she operated a family day care 
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centre to overcome the language barrier she faced in looking for work. Daisy has suggested that the 
government should make available small business loans. She did not like to take Centrelink money 
because she was “not too old” and “not disability”. She stressed her interest in “doing business” and 
that she was good at it. With a loan for small business, the government could take the tax from her 
business to support people who are older and who are on disability. She said:  
 
…maybe disability, take money from, from Centrelink is good, maybe, many many people 
old, take money from Centrelink is good but me, I like doing business, take money from my 
business, because I am not too old, I am not disability, I like working, doing business, take 
tax for government, tax, tax, government pay disability… 
    (Daisy, NILS) 
 
Hence, the analysis points to recipients wanting to be independent of the welfare system, if there was 
a chance to work or to be self-employed. The recipients did not exhibit an unwillingness to work, but 
rather, there is a constraint in recipients’ capability to increasing their income, linked to their inability 
to find work or to be self-employed. This constraint (inability to find work) also potentially prevents 
people from moving forward financially because of the inability for them to own assets such as buying 
a house. For the CALD NILS recipients who had paid employment, working as a day care operator 
was not considered a mainstream job. For example, even though Patricia had been paying a high rent 
for several years and had not defaulted on her payments, she was unable to obtain a home loan, or 
turn her rent into a mortgage. The bank did not consider her income (as a family day care operator) 
as sufficient for her to secure a bank loan. Her dilemma was relayed by her daughter.  
 
She is looking for a good job, because she need to buy a house, because this house is too 
expensive, so we need to buy house itself…this is a rental house, extremely expensive, 
so…she is doing family day care…the thing is no one would give us a bank loan unless she 
got a good job, she knows that, that’s why she needs to get a good job first… 
(Patricia, NILS, relayed by her daughter)  
 
To summarise, recipients faced difficulty in increasing their income when they could not find 
employment due to age and disability. These recipients had looked to self-employment as an 
alternative to increase their incomes. The main obstacle for people to be self-employed was the lack 
of initial funds to start their business, leading one recipient to suggest the government should provide 
small loans for people wanting to do so. For some CALD NILS recipients, even though they had 
found a niche employment opportunity for themselves – in jobs that do not require English skills or 
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qualifications – they could not move into mainstream jobs that are often better paying, thus limiting 
their financial progression, for example, to own their own homes.  
 
4.1.3.2 Social barriers  
Recipients also faced other barriers to increasing their income, for example, a social barrier in the 
form of low English proficiency among CALD recipients. Surprisingly, none of the CALD NILS 
recipients had mentioned this constraint either in accessing a matched savings scheme or during job-
seeking. For CALD NILS recipients, this was largely because many of them were working in jobs 
that do not require fluency in English, such as working in a factory or running a home-based family 
day care centre. Running a day care centre seems to be a popular job option for some migrant women. 
It did not require Australian qualifications, prior working experience or English that limited the 
options for many first generation migrants. Running a home-based day care centre had its own merits 
because it not only helped the migrant community to bond (by looking after the fellow community 
members’ children) but it also helped the migrant to overcome the language barrier of finding a 
mainstream job. Of the seven CALD NILS recipients who had other income besides a Centrelink 
benefit, three were running a family day care centre and another CALD recipient had a partner who 
ran a day care centre. None of the non-CALD recipients were involved in this business.  
 
For some CALD recipients, the fact that they were still new to Australia also meant that they might 
have less social capital than people who were born in Australia. They may also feel less secure. For 
example, what Lily meant in the following simple quote was that she did not know where else to 
borrow money apart from her family members abroad.  
 
…no, no borrow money, how about borrow money, my family not here. 
      (Lily, NILS) 
 
In comparison to the majority of CALD NILS recipients, who only had a high school education or 
lower, all the five CALD matched savings recipients had higher than diploma education levels. This 
group of recipients could communicate easily in English and all were employed in mainstream jobs. 
For NILS recipients from refugee backgrounds, running day care was a frequently used option to 
overcoming the language barrier as well as to build social capital. However, as has been discussed in 
Section 4.1.3.1, even though these recipients had created an employment niche for themselves, it did 
not provide a pathway for these NILS recipients to enter into mainstream employment, which would 
often be better-paying. The next section will explore opportunities in terms of people’s individual 
abilities.  
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4.2 Individual abilities: Money managing people or people managing money 
This section will discuss opportunities and barriers in terms of recipients’ individual abilities such as 
their coping strategies to managing everyday living on a low income followed by an examination of 
their money management skills.  
 
4.2.1 Recipients’ coping strategies 
Recipients’ coping strategies relate to their individual abilities to managing their living on a low 
income. Recipients were found to utilise a variety of ways to cope with the high cost of living in 
relation to their low incomes, such as: shopping on paydays; using shopping lists; buying cheaper 
alternatives; delaying gratification; bill-smoothing and using payment plans; using credit-free periods 
on credit cards; applying for Centrelink advances; cutting down on spending leaks; using NILS as a 
savings in reverse to supplement their incomes; and participating in savings circles.  
 
A number of NILS recipients mentioned shopping on their paydays as a coping strategy. For example, 
Helen, who is on a DSP, did her shopping on the day she got paid each fortnight. In this way, she 
ensured that she had the essentials to sustain her until her next payment.  
 
I buy all my food for the fortnight, milk, everything, on my payday. Within the two days of 
getting paid, I will do all my shopping. 
       (Helen, NILS)  
 
For the NILS recipients, the ability to sustain themselves until the next payment was considered 
paramount, which they managed by doing their shopping while they still had money. As the bulk of 
their incomes went to necessary expenditures, this also indicated a lack of choice to spend it 
elsewhere. Furthermore, shopping on paydays for necessities could also mean that recipients doubted 
their own ability to hold on to their incomes given the various demands they faced.  
 
None of the matched savings recipients mentioned shopping on payday as a coping strategy. Instead, 
a matched savings recipient, Zora, mentioned using a shopping list as a way for her to develop self-
discipline when she went shopping. 
 
I was a compulsive shopper, so now when I go to the shops, I try and take my list, if it is not 
on the list, it is not coming home. 
(Zora, matched savings)  
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In addition to shopping on paydays and preparing a shopping list, a NILS recipient and a matched 
savings recipient both mentioned buying pre-owned items and going to food banks or other cheaper 
venues as a coping strategy in relation to the high cost of living. For example, Oprah indicated that:   
 
We go second-hand shopping like go buy clothes and stuff like that, and then some like, 
budget, like food banks sort of places like that, where you get like cheap food, that is going 
out of date, and go and visit them and stock up. 
(Oprah, NILS)  
 
The other strategy mentioned by both the matched savings and NILS recipients was the bill-
smoothing strategy. This is a bill-paying practice where people make fortnightly or monthly payments 
towards a future bill, such as a utility bill so it is not a big bill when it comes. This is done by breaking 
the estimated cost of the bill into equal installments and paying, for example, the energy supplier, in 
smaller advanced payments. Ideally, it could also be argued that instead of paying that amount to the 
energy provider, recipients could save it in an interest-yielding savings account, and pay the bills only 
when invoiced. Recipients preferred to put aside a certain amount of money regularly, in anticipation 
of a future large bill. In this way, recipients were “saving” for a “goal”, for example, to pay an energy 
bill. Suzy described:  
 
I bill-smoothed everything, electricity, water, rates, my phone bills, my internet, everything I 
pay everything fortnightly, and I have been doing that for a number of years now so that I 
don’t get any large bills or any unexpected bills.  
      (Suzy, matched savings)  
 
Mary bill-smoothed all her larger bills, but in addition, also used the strategy of contacting service 
providers for an extension if she found that her bills were in arrears.  
 
If I haven’t got enough for the bills, I always try to extend it for the next, better to make a 
phone call than not making any call at all. 
(Mary, NILS) 
 
Another frequently used opportunity for recipients was using NILS as a “savings in reverse”. This 
method had been documented by several researchers such as Rutherford (2001) and Cabraal (2010). 
Seven NILS recipients are repeat borrowers, and two more recipients are contemplating new loans. 
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The majority of NILS recipients will borrow from NILS to purchase a household item and then repay 
it, instead of having to save first for the item. For example, Ivy recalled her experience that: 
 
I needed a washing machine first of all, and I paid that off very very quickly, months before 
perceived due to pay for, and then I got a dryer and then after that a computer, then after that 
two televisions… 
(Ivy, NILS)  
 
Patricia did not have sufficient savings to buy a new refrigerator for her family. With the cost of the 
refrigerator partly paid by a NILS loan, Patricia could then make repayments to the NILS loans and 
not have to save up the entire cost of the refrigerator in advance. 
 
…buy fridge, one thousand six, one thousand six hundred, one thousand two hundred, I can 
pay four hundred… but you can’t save, like, like one thousand seven hundred for a fridge 
when you got a family, and you got groceries, and you got bills and all these kinds of stuff. 
(Patricia, NILS, relayed by her daughter)  
 
Patricia also used another form of microfinance to cope with unexpected expenses. Patricia mentioned 
she had been contributing towards a type of savings circle. This method works similarly to a Rotating 
and Savings Credit Association (ROSCA)22 Through the savings circle, Patricia can access a larger 
sum of money when she needs it, the way she would access her savings or credits, for example, for 
emergencies and unexpected life events. Patricia was the only recipient who reported using this 
method of microfinance as a coping strategy and as a savings method. 
 
You got a group of friends of, let’s say six people and every fortnight, everybody would put 
fifty dollars in and then they would give it to like one person, and it is like, it is rostered, so 
let’s say it is rostered from one to six, so everybody puts in fifty dollars and then they give it 
to the person who is number one and then the next fortnight, everybody brings in, like 
everybody brings in another fifty of their share and they give it to the second person…when 
things come, like unexpectedly, like funeral and stuff like that, that’s what she uses, that what 
we our culturally used, and usually, people go to your savings and that’s what your savings 
are for anyway, so you got an unexpected situation, expenses or anything like that. 
(Patricia, NILS, relayed by her daughter) 
                                                     
22 In ROSCA, several members pool their money into a common fund and each member contributes an agreed amount 
of money during meeting. Members take turn to take the whole amount at once. 
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In addition to using NILS loans as an opportunity to pay for his eligible household purchase, Nick 
had also mentioned using a Centrelink advance23 to cope with the high cost of living. Nick was also 
one of the CALD recipients who had to remit money overseas. As there is no restriction on what it 
can be used for, Nick mentioned using a Centrelink advance to supplement his income every year.  
 
A matched savings recipient, Winnie indicated that she was saving for a house deposit. With this goal 
in mind, Winnie spoke of minimising spending leaks, such as having lunches and coffees, to enable 
savings despite stagnant pay and the increased cost of living.  
 
The thing that I feel that I am doing wrong that I have over is, as I said, this incidental 
spending, so, if I can get that under control, that will make me feel better…our wages haven’t 
gone up for three or four years…so that is not helpful. 
(Winnie, NILS and matched savings)  
 
While Winnie coped with a “spend-less” strategy, Karl’s strategy to coping with insufficient income 
was to “earn-more”. Karl said he would actively seek out any work opportunity to balance his budget. 
As Karl also had social contracts such as overseas remittances, he found that it was hard for him to 
“spend less”.  
 
When I am short of money…to go look for a job, no matter what is it…you go for it. 
(Karl, NILS)  
 
One matched savings recipient, Tom, reported that he used the interest-free period on credit cards as 
a coping strategy. When Tom had overspent on one card, he would transfer the outstanding credit 
card debt from one credit card to another credit card that offered him low interest and no transfer fee. 
 
I don’t know whether if we just used the credit cards most of the time, I wonder if it was a 
kind of assistance…I have a couple of credit cards, when the credit card A overspend, I would 
have to, to pay the monthly interest, and then credit card B offer me, a free transfer of the debt 
there, outstanding, for 12 months, low interest, yes, I used that facility. 
(Tom, matched savings) 
 
                                                     
23 A Centrelink advance is an advance from Centrelink to people who are on scheduled assistance payments, such as the 
Age Pension. The repayments are made automatically by reducing a person’s future regular payments.  
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Tom was also a homeowner. He was making use of the financial system to his advantage. For 
example, Tom could offset his home loan interest while using the bank’s money for his daily 
expenses. As long as his purchases are paid in total before the credit card due date, Tom was not 
charged any interest. None of the recipients had mentioned using payday lenders as a coping strategy. 
It was possible that all the recipients knew that NILS loans are a safer and cheaper alternative to 
payday loans, as Jason described:  
 
Because I can’t afford to buy straight out, getting it no interest, not paying extra money back, 
not paying like, say, a thousand dollar for something, you are not paying fifteen hundred dollar 
back, like interest, there is no interest, that’s the good part of it I like about it. 
(Jason, NILS)  
 
Both the NILS recipients and matched savings recipients looked out for the best deals as a coping 
strategy. Quinn said:  
 
…the newspaper like that is coming to front of the door, they say they will chop off like I 
see which one is the, more, like someone they say 10% off, 10% is very less, when I see the 
50% off, that is good, I see all and then, and I see the date, when they start, the offer and I 
go the same time there, and I buy the stuff, like the cheapest one. 
       (Quinn, NILS, relayed by his partner)  
 
To summarise, the coping strategies for matched savings and NILS recipients showed some 
similarities and some differences. Generally, the matched savings recipients’ coping strategies 
enabled them to have more savings while the NILS recipients’ coping strategies helped them to make 
ends meet. Strategies such as shopping on paydays, using NILS as savings in reverse, and negotiating 
payment plans were also utilised to make ends meet.  On the other hand, the use of shopping lists, 
reducing spending leaks, and using the interest-free periods on credit cards were strategies for 
recipients to save more. None of the NILS and matched savings recipients reported using payday 
loans as a coping strategy. The next section will discuss money management skills of recipients as 
perceived by recipients themselves.  
 
4.2.2 Recipients self-perceived money management skills 
Exploring recipients’ self-perceived money management skills provided an understanding of their 
agency in making use of the opportunities to manage their living on a low income. This is revealed 
by examining situations where recipients thought they had managed their finances well, and situations 
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where they thought they managed their finances less well. None of the recipients across the two 
models reported not having good money management skills. Generally, recipients did not have 
savings but were able to stretch their income until their next payments. Being able to make ends meet 
was mentioned as a situation where they thought they managed well. For example, Ivy mentioned:  
 
I just budget everything and I always got money left over and that’s on every second fortnight, 
I have a lot more because I don’t have to pay insurances, and I don’t have to pay my phone 
bills. So that insurance gives me extra money to carry me over to the next fortnight. 
      (Ivy, NILS) 
 
Ivy was so confident of her money management skill that she challenged a wealthier person such as 
a politician, to be able to live on the amount of income she received, for even a short period of time. 
Ivy continued:  
 
I personally would like to see all the politicians live on our money and manages as well as we 
do, for even four months… 
(Ivy, NILS)  
 
The use of NILS loans and the ability to borrow and repay them were considered good money 
management.  
 
I manage, because I was able to pay the amount that I had agreed to pay, which means I was 
managing all my, my, my finances, I didn’t get any call out from the NILS office…I have no 
arrears… 
(Fred, NILS)  
 
Fred mentioned repaying loans, such as a NILS loan without default as an indicator of him managing 
his finance well, Gina, a homeowner, prided herself on her ability to repay bills, and thus live debt-
free.  
Because we’ve been able to pay out rates, electricity, and everything, that would seem we are 
managing our finance OK with, in the situation were are both on, the Newstart payments…I 
think the fact that we are not owing anything at the moment apart from what is left on the 
mortgage. 
(Gina, NILS) 
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Unlike Fred and Gina who mentioned an ability to repay and being debt-free, Zora, a matched savings 
recipient spoke of her ability to be ahead of bills as a situation she thought she managed her finance 
well.  
 
With my bills, like I said they are mostly in credits because I focused on trying to budget for 
them.  
      (Zora, matched savings)  
 
Generally, all the recipients’ prided themselves on their money management skills. For example, 
Oprah indicated that she allocated the amount of money she could use in her spending ahead of time. 
 
…use a set amount of money to, that you are going to spend or don’t spend over…you put 
some of the money away for saving, some money like for the bills and stuff like that… 
 (Oprah, NILS)  
 
There were instances where recipients said they managed their finances less well, and this normally 
occurred when other people were involved. For example, Helen reported that she was not able to 
manage her finances well when she had her son staying with her.   
 
When I had my son living with me, it was hard for me then to balance, what food to buy, 
knowing my electricity was going to go higher because he was there, and the grandkids were 
here every weekend…there was a problem for me, I can, I know what I want, it’s hard to read 
other people’s minds and know what they want, so I went shopping, to go grocery shopping, 
I didn’t know whether to buy… you don’t know what they want to eat from one day to the 
next...you can look after yourself but when you got other people to worry about, that’s when 
my money went a bit hay-wire. 
(Helen, NILS) 
 
As discussed in Section 4.1.2.3, for recipients from CALD backgrounds, other people became 
involved when they remitted money overseas. For example Lily expressed, in her limited English, 
that she had to make “big big withdraw” to help cover her parents’ medical care overseas. Her “big 
big withdraw” could possibly be all she had diligently saved up, and thus she revealed that she was 
“not happy” in these financial situations.  
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My mom and my dad go to hospital…buy medicine…send money…I am not have money…I 
am not happy… not happy, sometimes, only sometimes…big big withdraw… 
      (Lily, NILS) 
 
Generally on much higher income than NILS recipients, matched savings recipients also had more 
disposable income, enabling them to save. For example, Suzy, who said that she already had good 
money management skills, thought that she could save more to achieve her long-term savings goals. 
 
Sometimes I think I should probably save for things like a new car, or things that you might 
only buy every five or ten years…those longer term things, I think I manage the day to day 
living expenses quite well…I should probably do that as well on an on-going basis…it is not 
that I am not happy, but I can see more opportunity for improvement. 
(Suzy, NILS and matched savings) 
 
Table 4.3 shows the responses from recipients on situations they thought they managed well and 
situations when they thought they managed less well financially.  
 
Table 4.3: Situations when recipients thought they manage well and less well financially 
 NILS Matched savings 
 
Managed well 1. Make ends meet  
2. Ability to borrow and 
repay a NILS loan 
3. Debt-free 
 
 1. Ahead of bills 
 
Managed less well 
 
1. Involvement of family 
members  
2. Social contract 
 
1. Spending leaks 
2. Too little savings 
 
 
 
To summarise, NILS recipients thought they managed their finances well when they could sustain 
living, manage to repay loans and be debt-free. On the other hand, the matched savings recipients 
thought they managed their finances well when they were ahead of bills and had even more savings. 
Across both groups of recipients, people thought that they had good money management skills.  
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4.3 Goals and values 
This section discusses people’s goals and values as enablers or inhibitors, of opportunities and barriers 
they faced in managing their lives. In this section, recipients’ priorities are explored to gain insight 
on what they thought it was important to spend their money on.  
 
4.3.1 Recipients priorities  
Recipients’ priorities can give important pointers to what their goals and values are in life. The study 
has recruited recipients with and without dependents. All the recipients who had dependents 
mentioned their top priority as providing for their households. Their priority as providers was seen in 
the form of the provision of a safe home, food and the ability to provide for their dependents. For 
example, Mary, who was single with two dependents, said that:   
 
Rent always get paid first, then food, I always make sure there is enough food, because the 
kids have to eat, you know, no matter if we have a telephone or not, but the rent, we need to 
be… if not, we come out on the road. 
      (Mary, NILS) 
 
Karl was in agreement with Mary about his responsibility as a provider for his dependents.  
 
You have to make sure that the rent is paid, you have to make sure that your bills are covered, 
I am talking about the electricity, I am talking about the water, utilities, tuitions, uniforms and 
then if you have to pay something for your children at school, you have to make sure that it is 
paid, otherwise, food… 
     (Karl, NILS) 
 
Thus, for recipients with dependents, their goals and values in life were dictated by their family 
responsibilities. Unlike Mary and Karl, Jason did not have dependents. However, Jason also 
prioritised a safe home and the ability to pay his bills and food, which he organised through 
Centrepay.   
 
My rent paid, like my pension, the Centrelink, the government pay my rent before I even get 
paid, all my bills are paid, Centrepay, Centrepay, even before I even get… I got my roof, my 
rent paid, my electricity paid, my gas is paid, I got food. 
(Jason, NILS)  
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Oprah, who had no dependents, provided for her pets the way people would provide for their 
dependents.  
 
…most of my money goes to meat and stuff like that, butcher, cuts of meat a fortnight…I 
only got like, I only got to pay, like a hundred and thirty this month for like electricity, and 
I’m sort of that will be first priority…I don’t really spend that much, but, when I do, is for 
my animals, I got two dogs and a cat. 
(Oprah, NILS) 
 
Contrary to recipients without dependents who did not mention planning for their future wellbeing, 
recipients with dependents mentioned that having dependents make them plan ahead for their 
dependents’ future. For example, Yvonne said that:  
 
I have opened up an account for my new daughter…so a dollar a day, so thirty dollar a month, 
so once a month we will grab from our savings account and pop it into her account…until 
such time when she is eighteen, so that she got something…so that she got some money, it 
won’t be a lot, I mean a dollar day is only like three hundred and sixty-five dollars a year…  
(Yvonne, matched savings) 
 
Fred agreed with Yvonne that being able to plan ahead for his dependent’s wellbeing was his goal 
and responsibility as a family provider. Fred thought that the ability to drive was important for his 
daughter to drive to university, interviews or to work later on after completing her studies.  
 
I have a, my daughter who is going to uni[veristy]… to help her to drive, so I took the loan is 
just for my daughter so that she can and how to drive. 
      (Fred, NILS) 
 
To summarise, all the recipients prioritised family responsibility and a safe home, food and the ability 
to pay for utilities. Among recipients with dependents, ensuring the wellbeing of their children was 
an important goal in life. For one recipient without dependents, caring for her pets was also mentioned 
as a top priority. In contrast to recipients without dependents who did not mention their future 
wellbeing, recipients with dependents were found to make plan to ensure their dependents’ future 
wellbeing.  
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4.4 Summary  
The chapter has discussed recipients’ opportunities and barriers in managing money by examining 
their external environment, individual abilities, and their goals and values. An unfreedom specific to 
CALD NILS recipients that are from a refugee background exists in the form of overseas remittances. 
For this group of recipients, although their income is low by Australian standards, they are considered 
better off financially than many families without regular incomes, and their overseas family members 
look to them for financial help. This social contract, in the form of overseas remittance, places extra 
demands on their low incomes and further constrains them financially.  
 
The majority of recipients thought that they managed their everyday living well. All the recipients 
prioritised their own or family wellbeing by placing high importance on being able to provide for 
either themselves or their families in terms of having a safe home, ability to pay for utilities and put 
food on the table. There are challenges for people to manage their living. For the NILS recipients, 
these challenges relate to them managing with very little money, not able to have goals beyond the 
basics of living, and not seeing that they have much to learn. For the matched savings recipients, they 
are able to plan and thus have a wider range of goals. The next chapter will discuss microfinance’s 
contributions to people’s financial inclusion in terms of financial access.   
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CHAPTER 5: MICROFINANCE AND FINANCIAL ACCESS 
After examining opportunities and barriers encountered by people on low incomes in managing their 
lives in Chapter 4, this chapter will explore, from the perspectives of recipients and workers, how the 
participation requirements and eligibility criteria used by the two microfinance models contribute to 
or limit financial inclusion in terms of financial access. This chapter answers research question 2a of 
“From the perspectives of recipients and workers, what is microfinance’s contribution to, and how 
does it limit, people’s financial access?” This study is not a comparative study, but because of the 
differences in the two models’ delivery methods and also differences in some of the participation 
requirements, certain aspects are discussed separately according to the two different models. These 
two models are “the spend-first” model as in the NILS approach and the “save-first” model as in the 
AddsUP and Saver Plus approaches.  
 
5.1 Microfinance’s participation requirements  
According to Good Shepherd Microfinance (2017b), generally, people wanting to access a NILS loan 
have to be on a low income evidenced by a Low Income Concession Card such as a Health Care Card, 
earn under $45000 a year, reside in their current address for more than three months, and be able to 
demonstrate a capacity and willingness to repay the loan, and have an eligible purchase (see also 
Section 5.1.2 for eligible purchase). The ability and willingness to repay is determined by looking at 
three months of income and bank statements, which are assessed during an interview. This interview 
with a NILS worker to access eligibility to a microfinance loan such as a NILS loan or a StepUP loan 
is described as a money conversation (Corrie, 2012) or a financial conversation (Good Shepherd 
Microfinance, 2015; Randrianarisoa & Eccles, 2016). To participate in the matched savings 
programs, people also need to be on low incomes, but unlike the NILS program where emphasis is 
on the ability to repay, the matched savings program emphasises people’s ability to save, 
demonstrated by a budget surplus. People wishing to participate in Saver Plus need to have extra 
income from work, have an educational savings goal for themselves or their dependents, and have a 
willingness to attend financial education classes. People who wish to participate in the AddsUP 
savings program must complete a microfinance loan (NILS or StepUP). 
 
All the recipients interviewed fulfilled the eligibility criteria for the relevant microfinance program 
and thus did not mention these as a hurdle to their participation. A few recipients however observed 
that there was a general lack of promotion for the Saver Plus program. For example, Xana indicated 
had it not been for her friend who had participated in the program, she would not have known about 
it.  
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So maybe need to put more advertisement or promote it…I think so, like, if she didn’t tell me 
about it, I probably wouldn’t know. 
(Xana, matched savings)  
 
Xana was also sceptical of the bank’s support in Saver Plus seeing it as hypocritical of the banks to 
offer a good financial product with so little promotion.  
 
A lot of people wouldn’t know about this either, I think they need to make more aware, or 
actually, don’t, they just want to make it available and not aware, I don’t know how the bank 
thinks. 
(Xana, matched savings) 
 
Xana’s view is here supported by Tom, who agreed that the promotion of Saver Plus could have been 
better.  
 
It is such a program, but not many people know about its existence, maybe the advertising, it 
could be done better little bit…it is helping people, well, because after my course, I was just, 
talked to and inform some friends of mine, if you have problems of such, oh, that is a good 
program. 
(Tom, matched savings)  
 
Given that other more profitable financial products are heavily promoted by the banks online and in 
the branch, the lack of promotion for these microfinance products is unsurprising as they are funded 
under banks’ Corporate Social Responsibility (CSR) activities.24. These activities may not be a 
profitable venture for banks. CSR is used to ensure that companies conduct their business in an ethical 
way, considering their impacts along  social, economic, and human rights dimensions (The University 
of Edinburgh, 2017). For example, Worker 5 explained that:  
 
Microfinance is funded by the government and the commercial people, but it is under their 
corporate social responsibilities, but it really, it should be a mainstream product, not in their 
corporate social responsibilities…even with NILS…and with other people that are doing it,  
we are only getting to 2% of the market. 
                                                     
24 In Australia, these microfinance programs are funded either under social or financial inclusion programs of CSR of the 
funding banks. For example, NILS and AddsUP programs are funded under the social program if the CSR of NAB bank, 
while Saver Plus is funded under financial inclusion and capability of the CSR of the ANZ bank. 
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(Worker 5, NILS)  
It appeared that there were some mechanisms to limit access to microfinance programs, from the lack 
of promotion by the banks to the enforcement of strict participation requirements. The use of 
participation requirements arguably creates more inequality instead of giving more leverage for 
people on very low incomes. With these criteria in place, the most financially excluded, for example, 
homeless people and the unemployed, are discriminated against by the providers who are intended to 
help them. This led Worker 1 to ask “What constitutes someone’s having access to finance or 
microfinance”?  
 
Microfinance could be out of their reach because there is no stability in where they live in, 
there is no real history of any kind of repayment…so it is very complex to make an opinion 
on, what constitutes someone’s having access to finance or microfinance, and whether they 
are excluded or not excluded…you are probably not going to include everybody. 
(Worker 1, matched savings)  
 
In contrast, one worker came to the defence of the eligibility requirement, for example, proof of 
residency for NILS borrowers, understanding the broader context in which it is located.  
 
Federal law says we have to identify our customers and we have to physically identify, so 
there is always the photos IDs…the bank account, and also the address they live at. 
(Worker 3, NILS)  
 
To sum up the discussion on participation requirements, Worker 9 thought that much needs to be 
done to widen microfinance’s coverage so that it can contribute to financial access of more people on 
low incomes. 
 
It was very hard to get into, so you had to meet all these eligibility criteria, and then you 
know…I think anyone who want to join should be able to do it, I don’t think they should be 
eligibility criteria…so I think the program in theory is, is fantastic but in reality in the way it 
is administered I would like to see a lot of changes. 
(Worker 9, matched savings)  
 
The above quotes illustrated that in addition to the lack of promotion for microfinance, the 
contribution of microfinance to people’s capability to achieve financial access is limited to those who 
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can meet the requirements set out by the programs’ providers. Each of these eligibility criteria will 
now be examined more closely below.  
5.1.1 Microfinance’s target group 
Both the “spend-first” and “save-first” models target people who are on a low income as evidenced 
by a Low Income Concession Card such as a Health Care Card or a Pensioner Concession Card. 
While welcoming the help of NILS to people on low incomes like her, Mary, a NILS recipient, 
thought that by only targeting people on low incomes, the program excluded people who were just 
over the low income threshold, but nonetheless needed help. Mary gave an example of how her sister, 
who had a higher income but who was also finding it hard to make ends meet, would benefit from a 
microfinance loan.  
 
There are people that don’t get, don’t have a Health Care Card, like my elder sister, my sister-
in-law too, they both worked, but by the time they pay their, like their mortgages, car loans…I 
am saying, maybe, if they need like a fridge, but they don’t have enough money…if they were 
eligible to see that, these people don’t have a Health Care Card…the thing is that after the 
money they spent, they would be allowed to maybe get a no interest loan for a fridge or a 
computer for their daughter and that way, they are not using like too much of their savings or 
their credit cards or whatever. 
(Mary, NILS)  
 
Two workers made a similar point to Mary and thought that microfinance programs should be 
expanded to help those who are earning just over the low incomes threshold. Worker 4 suggested:  
 
I also think it probably should be for the lower to middle incomes because sometimes people 
that are just on a higher end somehow falls through, so I think it may even need to be extended 
to lower middle incomes…at times, like, if you are on a low income, and you haven’t got 
much money saved up, and then that can be just an unexpected big bill that can throw the 
whole. 
(Worker 4, matched savings)  
 
Moreover Worker 9 noted that people on a higher income are not immune to making less than optimal 
financial decisions, for example, a previous bank loan default will cut off their access to mainstream 
loans. Thus workers considered that as long these previous defaulters are willing to alter their 
financial habits, they should be given a chance to access microfinance. People’s circumstances are 
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complex, especially in unpredictable situations. However, Worker 9 also cautioned that people 
themselves had to be motivated to change before microfinance can facilitate a change. 
I think everyone, doesn’t matter what is their income, can benefit from microfinance 
programs. I have seen people who are earning $100,000 a year and they have got themselves 
into terrible debt, so I actually think microfinance should be for everyone, but I think it only 
really works or will get success if, if the people are motivated to change…I think there is a lot 
of benefits and they can learn a lot from it. 
(Worker 9, matched savings) 
 
Tom initially did not qualify for a matched savings program. However, due to over-investment, Tom 
ran into financial troubles. He mentioned that through participation in the financial education classes 
and the need to save during Saver Plus, he learned new knowledge to “maintain a healthy financial 
life”. This suggests there is merit in offering microfinance to people on higher incomes if it improves 
their capability to manage money. 
 
I was once in debt, so I think I need to re-construct my spending habit, to start, a better thinking 
of spending, but I, I learned something from the Saver Plus program is I have to keep a 
logbook, for how much I spend in a week, in a month, that’s I never did it before, because I 
just spent, I got the money I just spent…I think I need to learn some new knowledge to 
maintain, a healthy financial life. 
(Tom, matched savings)  
 
While microfinance’s target group is people on low incomes; both workers and recipients supported 
the idea of broadening microfinance’s financial access to also include people who are on a higher 
income and who struggle to manage. Financial decisions are not just a product of an individual’s 
decision. It takes a lot of skills, such as strategising and planning, for people on low incomes to live 
within their means. The next section discusses participation requirements specific to the NILS 
program to examine its contribution to financial access.  
 
5.1.2 The “spend-first” model: Ability and willingness to repay, and having eligible purchases 
This section examines some specific criteria of the “spend-first” model.  In Australia, the ability to 
repay a loan is a requirement stipulated under the code for responsible lending introduced by the 
National Consumer Protection Act 2009 (NCCP). Under this act, all lenders are obliged to lend 
responsibly to borrowers (Financial Ombudsman Service, 2011). Under the code for responsible 
lending, lending to the very poor is discouraged as it is feared that it will intensify their financial 
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hardship instead of improve their wellbeing (Roodman, 2011). While this stipulation of responsible 
lending is intended to safeguard people’s wellbeing, it also limits their access to affordable credit. 
Worker 5 indicated that lenders, such as mainstream banks, use the Henderson Poverty Index (HPI)25 
to determine if a borrower can access a bank credit. 
 
The only way they can do small loans and make a profit from it are, is by using a sort of 
simplified benchmark type system…they used a benchmark of the Henderson Poverty Index, 
so that will just say, well, for an individual, with one dependent child, they need this amount 
of income to live, and so when they look at that, whatever they are getting, subtract that, and 
then that is the surplus, and they will say, well you can’t afford a loan with that, so we won’t 
do it. 
(Worker 5, NILS)  
 
Worker 5 did not agree that a person’s ability to repay a loan should be determined solely by using 
the HPI. What the worker implied was that the risk assessment process for a loan can be done at a 
more individualised level. There are a lot of variations in people’s lives that are unable to be 
determined by the use of HPI alone as it neglects other factors or circumstances.  
 
When you look at someone on an individual basis, there can be a lot of criteria that is 
different…they could be boarding with a relative, so that their rent is less, their expenses are 
less than what the Henderson Poverty Index average for the rest or whole of Australia is…in 
microfinance what we do is in each case, we work with someone, we do a budget and then we 
can say, well, you know, they can afford a loan, or they can’t afford the loan, rather than just 
saying the Australian average is this, sorry you don’t fall into that. 
(Worker 5, NILS) 
  
As with mainstream lending, microfinance in Australia adheres to principles of responsible lending. 
One of the specific requirements of being able to access a NILS loan is people’s ability to repay the 
loan. Normally people’s ability to repay is assessed by examining their of income and bank statements 
over a three month period, after deducting expenses from the income they received. After a 
preliminary screening process over the telephone to assess basic information such as if people have 
a low-income concession card and wish to make an eligible purchase, an appointment will be 
                                                     
25 In Australia, this is an index or threshold to measure a person’s or family’s circumstances and relative poverty in terms of 
inadequate income relative to need. Family with an income below what was considered to be representative of the poverty line 
was considered to be living in poverty (The University of Melbourne, 2017).  This index is used by lenders in their mortgage 
calculations to see how much a person can borrow.  
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scheduled for a financial conversation between NILS workers and potential borrowers. For example, 
essential household items like washing machines, computers or furniture are eligible purchases. The 
information gathered during the conversation is used to determine people’s ability to repay, and hence 
whether a NILS loan will be provided for the applicant. In addition, this conversation acts as a risk 
assessment process to minimise loan defaults as well as safeguarding the interest of the microfinance 
providers (as well as adhering to lenders’ responsibility), as Worker 1 said:   
 
…with an appointment and with actually asking for evidence of their income, like with NILS 
providers when you do go for an application, you do have to provide evidence of all of your 
payments…the person providing the finance has a responsibility to not over-commit someone 
to repay that loan, even though it is interest-free, and no fees and very much fits a lot of needs, 
it still has to be lent out responsibly. 
(Worker 1, matched savings)  
 
Worker 3 expanded on Worker 1’s view on responsible lending and gave examples of uncomfortable 
financial situations that may arise from giving NILS loans to people who do not have the ability to 
repay it.  
 
They take a loan and they really couldn’t afford the loan, they will pay the loan, but they may 
do without food, or electricity, so that is the wrong way to lend to them…remembering ours 
is a loan, it is not a freebie…if they are not capable of repaying it because of their 
situation…probably they will stop the repayments, which hurts everyone, the excess money 
that we haven’t got to lend to the next person, or they will create a very uncomfortable lifestyle 
for themselves. 
(Worker 3, NILS)  
 
With their very low incomes, people on Newstart Allowance are assumed to have limited ability to 
repay a NILS loan and have a high chance of defaulting on the loan. However, without the ability to 
access mainstream credits, NILS loans may be the only source where this group of people can access 
affordable credit should they need money for example, to purchase or replace whitegoods. Therefore, 
even though NILS can lend up to $1200 for eligible purchase, for this group of people with very 
limited income, the challenge perhaps was not whether to lend or not to lend, but how much to lend. 
Worker 10, who had worked in the NILS program for five years at the time of interview, and who 
had seen many people from this group who had defaulted suggested reducing the loan amount “as 
low as possible”. To Worker 10, lending a reduced loan amount not only catered to the credit needs 
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of this group of people but also mitigated the risk to the NILS program which operates on a circular 
fund where a high loan default rate will reduce available funds to help other people in need.  
 
When you get to the low incomes such as Newstart, Austudy26 and those sort of things or 
Youth Allowance you start to question about the suitability of loans for that group… what we 
have done with people on low, on Newstart for example, is that we would try to minimise, 
mitigate our risk by trying to reduce our loans as low as possible…we mitigate our risks and 
if they do stop paying, then we reduce the amount of capital we missed or you know, defaulted 
on, but we are mindful that there is a greater risk in giving loans to the Newstart. 
(Worker 10, NILS)  
 
Worker 11, however, had a concern with this low-risk approach because this group of people may be 
the ones who most need the loans. Worker 11 thought that this was a form of discrimination where 
the poorest got “persecuted the most”.  
 
Someone on Newstart doesn’t have the capacity to save…and unfortunately they are the one 
that get persecuted the most along the way, because for example, our program limited the 
amount of money we would lend to them, so we said we can’t lend you $1200, we can only 
lend you $600 because your income is too small to pay back comfortably a $1200 loan, so it 
is kind of back-to-front in a way. 
(Worker 11, NILS)  
 
In addition to their ability to repay, people must also demonstrate a willingness to repay a NILS loan. 
A worker mentioned that a default on a bill, such as a utility bill, may be interpreted as an indicator 
of unwillingness to repay a debt. However, Worker 5 disagreed that a NILS loan be declined simply 
because of a previous default because this disregarded other factors and circumstances in a person’s 
life. To Worker 5, the ability and willingness to repay should not be considered at face value only, 
but should also consider causes for the previous repayment default. 
 
There can be a lot of criteria that is different, they may have a reason why they’ve got a default, 
maybe they moved out of the house, or it could be their partner, you know, their name was on 
an electricity bill, they left and someone else didn’t pay the bill, someone might have signed 
                                                     
26 This is a form of financial help for students and Australian Apprentices who are 25 years or older. 
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up for a mobile phone, you know, stolen their license or copied that and pretended to be them 
to take up a mobile phone plan or something…and then there could be circumstances… 
(Worker 5, NILS)  
 
Therefore, Worker 5 suggested that people should be given a chance to borrow from NILS even if 
they had previous defaults, provided that they take responsibility towards the default and demonstrate 
their ability to repay a NILS loan.  
 
We then have a conversation with them about that, and if they take responsibility for those, 
you can still get a loan from us…if it is a debt, they should really pay the debt, it is theirs...and 
then we would say well you know, we would have trouble in lending money to you, but if you 
go and make a payment arrangement and you pay them off, you know, $40 a fortnight, it fits 
in your budget and you can afford a loan from us, then yeah, we can help them. 
(Worker 5, NILS)  
 
Continuing the discussion of NILS in relation to financial access for people, the issue of an eligible 
purchase is the next consideration. Potential NILS borrowers must have an eligible purchase. None 
of the NILS recipients mentioned potential purchases as a barrier for them to getting the loans as they 
were all aware of what the loans could be used for. Generally, a NILS loan can be used for a household 
item, some medical and dental services, and educational essentials (The Good Shepherd 
Microfinance, 2016). A NILS loan must also be used to purchase a new item. Worker 6 said that this 
criterion is justified, for example, giving a NILS loan to purchase a new electrical item will ensure 
that the item has manufacturer warranty, saving borrowers’ time and money should an item 
replacement be necessary. 
 
I had someone coming in for a NILS loan yesterday and she had a second-hand goods off a 
Gumtree but we can’t do that because one of the keys things is it has to have a warranty on 
it…I mean sure some places have got good second-hand goods but you don’t want to give a 
loan if that item is going to be, you know, break down within 12 months. 
(Worker 6, NILS)  
 
The above examples related to buying household items. Borrowers cannot use a NILS loan to 
consolidate their debts or to pay a large bill. Worker 5 defended this criterion because using NILS as 
such adds to people’s financial worry when they need to repay the NILS loan, and at the same time 
pay their ongoing bills.  
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…like ongoing costs, bills is probably one big thing, rent arrears as well…ongoing cost is 
almost impossible to lend for…how are you going to maintain the rent plus our fees as well, 
so and that generally ends up in loans being declined. 
(Worker 5, NILS)  
 
Thus, Worker 8 mentioned if the purchase was not a “qualifying item” or an eligible purchase, then 
the usefulness of NILS was rather limited. 
 
My experience with like no interest loan, it was only when people need a certain, a particular 
item, but if their immediate need was not a qualifying item, then no interest loan, then it make 
no differences at all. 
(Worker 8, matched savings)  
 
While the ability to repay based on responsible lending is a safeguard for people’s wellbeing, it can 
also act as a barrier for people to access the most affordable form of credit (interest-free), namely, a 
NILS loan. Using the ability to repay as the yardstick to determine if a person can be offered a NILS 
loan may further disadvantage people who needed the loans most. Recipients’ willingness to repay a 
loan needs to be considered individually on a case-by-case basis because a previous default may not 
necessarily point to that person’s fault or unwillingness to repay a debt. The next section will examine 
the participation requirement specific to the “save-first” model. 
 
5.1.3 The “save-first” model: Ability to save, prerequisites and extra income 
This section will discuss some program-specific requirements of the “save-first” model such as the 
ability to save, with a prerequisite of having repaid a microfinance loan such as a NILS loan or a 
StepUP loan for admission to AddsUP, and the need for extra income in Saver Plus. Unlike NILS 
that provides financial access in the form of a line of credit, the matched savings programs’ financial 
access is in the form of a matched fund of up to $500 for recipients. All the matched savings recipients 
had completed their matched savings program and had their savings matched, and thus none of the 
recipients saw these requirements as an obstacle to to joining the program. All the recipients had been 
screened to determine their ability to save as a condition of participating in the savings program. 
There were some criticisms of the participation requirement of having an ability to save. According 
to Worker 5, the irony of these matched savings programs is that recipients are not the people who 
need help the most. This is because recipients are already managing their money well if they have a 
budget surplus. The worker thought that to achieve optimal outcomes, microfinance should channel 
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its resources to help, for example, people who need the extra impetus to get ahead financially, thus 
disagreeing with the matched savings program agenda in recruiting only people who already have the 
ability to save.  
 
I think by the time people get to AddsUP or Saver Plus…by that time people has got to that 
stage, they have actually understood about savings, and you know, they say, oh yeah, I can 
get something for nothing…I think you are working with that group that are up there, it would 
be better to put those resources into working with the group that are still struggling. 
(Worker 5, NILS)  
 
Another criticism of the matched savings programs is recipients’ ability to save regularly throughout 
the entire savings period. According to Worker 11, ability to save regularly was rather wishful 
thinking because “life is not regular”, particularly for people are on a low income with many 
instabilities and variations in their lives.  
 
You have got to do it regularly, I think you need a little bit more scope in terms of how you 
save, so if you can only put $5 away and then you can’t put any more money for two months, 
but then in two months, you can put $50 away, I don’t think you should be penalised by saying 
that this is not real savings, because we want you to monthly, or we want you to save this 
amount regularly because life is not regular particularly on low incomes because other things 
will happen and you have to pay for those things and the last thing you are going to do is save 
your money…so to me the products are great but I don’t know that they actually recognise 
the fluctuation in people life in term of their capacity to save. 
(Worker 11, NILS)  
 
In addition to being able to save regularly, AddsUP requires that recipients have repaid a microfinance 
loan. However, a loan completion does not automatically enable people to participate in the savings 
program. Choosing whom to take into the AddsUP program is at the discretion of the NAB bank. The 
centralised recruitment by the bank is also a longer process compared to the Saver Plus program. For 
example, a NILS recipient mentioned he was still awaiting the result of his application to join the 
AddsUP savings program. He did not say how long he had been waiting to be contacted by the bank 
since he completed his first NILS loan. At the time of interview, Jason was repaying his third NILS 
loan. 
 
 99 
 
There is something on the NAB where you put $500 in and they will double it, no, I haven’t, 
I am still waiting on the phone, I am still waiting for the things to be sent to me…I am still 
waiting for them to contact me. 
(Jason, NILS)  
 
Worker 5 noted that providing increased access to the program was not necessarily the bank’s 
intentions.  
  
NAB has not increased the number of people, the number of outlets, it is only, I don’t know, 
maybe 20 or 30 AddsUP providers…in the whole of Australia, so they sort of put the brakes 
on that…it is not open to every NILS provider, they, it is a scheme, I mean they might even 
be phasing it out, I am not too sure, it is costly for them. 
(Worker 5, NILS)  
 
The principle behind AddsUP is that after repaying a microfinance loan, people are encouraged to 
put aside the same amount of money they used for a loan repayment into the AddsUP program, at the 
end of the savings period so that they can double the amount of money, up to $500, and use it any 
way they want. In theory, it is beneficial for the NILS recipients to save up for the matched fund, but 
in practice it is hard. Very often when one NILS loan is repaid, recipients need another item. To repay 
a NILS loan and to save simultaneously requires additional resources and many recipients could not 
do both at the same time, especially people who were struggling to make ends meet. In addition to 
not having the authority to recruit recipients for AddsUP, NILS workers are also not able to monitor 
recipients who participated in the program. Worker 11 was disheartened that “all they want is a 
number from us”, but was kept in dark regarding the further financial development of recipients. 
 
We used to get quite a big amount…but we never know how many of those resulted in getting 
the matched savings…so we didn’t get feedback from the bank…so very isolated, signed you 
up, go to the bank, the bank deals with it, bank doesn’t want to tell us anymore, all they want 
is a number from us…we don’t know when they start to save, we don’t know  
how much, how far they have got…and unless the person comes back to us for another loan  
 
and say, I got my money, that is the only time we would know. 
(Worker 11, NILS)  
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Unlike the AddsUP program, Saver Plus recruitment is done by Saver Plus workers. Recipients are 
also regularly monitored on their savings habits until completion of the program. However, there are 
other conditions in place, such as having an educational savings goal, having extra income, and 
having a commitment to financial education classes. Worker 8 thought that the requirement of having 
extra income for Saver Plus recipients has effectively excluded all the people whose only source of 
income is a government benefit. These people may have an ability to save and benefit from the 
program, despite not having extra income.  
 
If you didn’t have extra income, so, so, not only did you need to have a Health Care Card, 
which mostly mean that you are on some sort of Centrelink payment, but you also need to be 
earning additional income apart from that, and that in my experience, it really limited a, you 
know, cross out a lot of people. 
(Worker 8, matched savings)  
 
Worker 7 expanded on Worker 8’s view about Saver Plus’s access being only for people who have 
extra income. Worker 7 thought that this requirement was not only judgmental – because people 
without extra income cannot save – but also ignored causes of unemployment.  
 
One of the requirements is to have some form of paid employment, from a personal point of 
view, I think sometimes that can be a bit of unfair, it was kind of an exclusive item because 
unemployment is a very real thing for a lot of people, and I think that, that kind of exclusion 
almost, is almost like saying that the people that want to join the program wouldn’t be able to 
do it unless they have a job, so, but there is a lot of unemployed people that manage their 
budget very well…and so they are trying to benefit themselves and make a better situation for 
themselves, but they are actually excluded because of that requirement. 
(Worker 7, matched savings)  
 
To be able to offer Saver Plus to more people, Worker 8 was creative and flexible in interpreting the 
program rules and considered any cash from work as extra income.  
 
So extra income could come from paid employment or extra income from cash jobs perhaps, 
or they have people staying at their home and they were charging them rent for the room; that 
could be included as extra income, so it is very, very wide range in how people could earn 
extra income. 
(Worker 8, matched savings)  
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Hence, the matched savings programs’ contribution to financial access is the additional financial 
resource for people who completed the savings programs. As with NILS, both of these two savings 
program are not automatically offered to every person who has a low income. People who can 
participate in the matched savings programs are people who can demonstrate an ability to save. 
Normally, people who have the ability to save are people who draw higher incomes, and have a budget 
surplus that can be put towards savings. This led one worker to conclude that the matched savings 
programs are only helping people who can already help themselves. The recruitment of recipients 
into the two savings programs differs and this influences access to the programs differently. For Saver 
Plus, the extra income requirement discriminates against people on government benefits who are 
without extra income, without considering their ability to save. For AddsUP, there is no paid income 
requirement but a prerequisite of a NILS loan completion. As many NILS recipients are also repeat 
borrowers, they are not able to save and to repay a loan at the same time.  
 
5.2 Summary  
This chapter examined microfinance’s contributions to financial access. The “spend-first” model 
carries higher risk to recipients and to the program than the “save-first” model but also has the 
advantage of offering financial support now, rather than after the savings period. The NILS program’s 
main contribution to financial access is seen as an interest-free credit facility for people on low 
incomes. The participation requirements are: having a low income, the ability to repay, the 
willingness to repay, have an eligible purchase and have stable housing. The rationale of using these 
requirements are to safeguard recipients’ wellbeing as well as mitigating microfinance providers’ risk 
in loans defaults. While the ability to repay, as defined by the principles of responsible lending, is a 
safeguard to the wellbeing of people, it can act as a barrier for people to access the most affordable 
form of credit (NILS loans). Using the ability to repay as the yardstick to determine if a person can 
be offered a NILS loan may further disadvantage people who needed the loans most. Therefore, while 
these loans are interest-free, available quickly, and provide an alternative to people who are not able 
to access other forms of credit, in reality, the program’s contribution to financial access is limited to 
a very specific group of people.  
 
Unlike the NILS approach, the matched savings programs’ contributions to financial access is an 
additional financial resource of up to $500 for people who complete the saving program. The main 
criticism of the matched savings programs’ contributions to financial access is people’s ability to 
save. This led one worker to question the purpose of the matched savings programs, as people who 
are able to save are the people who already have higher incomes and able to manage their finances 
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well, as indicated by their budget surplus. Judging from what recipients and workers said, in general, 
compared to other financial products, there seemed to be a lack of promotion of these microfinance 
products. Therefore, even though microfinance is crafted for people on low incomes to enhance 
financial access, in reality, with the many participation requirements in place, microfinance’s 
contributions to financial access is limited to people who can fit into the mould as defined by the 
funders and service providers. The very system set up to help people can be a barrier to people. This 
is a process of exclusion as people who benefit most are people who fit the microfinance’s criteria, 
echoing studies that wealthier villagers benefited more than poorer villagers from microfinance 
programs (Coleman, 2006; Dewan & Somanathan, 2007). The next chapter will discuss 
microfinance’s contributions to people’s financial inclusion by examining its contributions towards 
people’s financial capability.  
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CHAPTER 6: MICROFINANCE AND FINANCIAL CAPABILITY 
As discussed in conceptual framework (Section 2.6.2, Chapter 2), financial inclusion needs to 
consider financial access and financial capability. Chapter 4 has discussed microfinance’s 
contributions and limitations on people’s financial inclusion by examining the financial access it 
provides for people on low incomes. This chapter will identify microfinance’s contributions and 
limitations to people’s financial inclusion in relation to its contributions towards people’s financial 
capability. Doing so answers research question 2b of “From the perspectives of recipients and 
workers, what is microfinance’s contribution to, and how does it limit, people’s financial capability?”  
As some of the processes are program-specific, again, discussion will be based on the microfinance 
models although it is not intended to be a comparison.  
 
6.1. The “spend-first” microfinance process and financial capability 
This section will explore the contributions of NILS to people’s financial capability by examining the 
processes it uses in delivering the program. Four aspects of the NILS program will be examined in 
this section. Firstly, the arrangements for repaying loans will be examined to see the impact on 
people’s capability. Secondly, as all recipients are required to undertake a financial conversation this 
potentially presents opportunities for the development of financial capability, and provide the next 
focus of the discussion. Next, the features of the loan itself are discussed to see how they contribute 
to or inhibit people’s capability. Finally, the change in recipients’ perceived financial capability after 
particiapting in a microfinance program is discussed.  
 
6.1.1 Loan repayment arrangement 
Almost all the NILS recipients used the Centrepay facility to repay a NILS loan. Repaying using the 
Centrepay facility has been suggested by Corrie and Beyers (2013) to be a helpful financial capability 
tool for people on low incomes. Using this method, payments for bills are distributed from Centrelink 
payments before the balance is paid to people. Mary, who had once used a payday loan, found that 
this arrangement was indeed very helpful because she did not have to worry over her repayments, 
unlike when she took up a payday loan which she said she struggled to pay back. 
 
They take it out from the Centrepay and you don’t even see it… you worked it out, and you 
could pay this, you could pay that, it is done, and it is being paid for. 
      (Mary, NILS) 
 
Worker 1 suggested that making loan repayment arrangements, such as through the use of Centrepay, 
was a starting place for people to learn about taking responsibility towards a loan.  
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It is calculated for you as to what needs to be repaid, and in most cases, there is a system with 
setting up an automatic payment through Centrelink or through your bank account to actually 
repay that loan within the time frame that the loan is given…at the end of that microfinance 
loan, the participant has then got a bit of a history and has learned that responsibility and you 
know, the whole exercise in itself can give them confidence that they can actually go on to 
repay another loan if, if they choose to…I think then that those lessons, you know, are learned 
and can continue on, on a bigger scale. 
(Worker 1, matched savings)  
 
While Mary appreciated the hassle-free method to pay for her NILS loans, Oprah felt that using 
Centrepay was not totally stress-free. Oprah had experienced the struggle of being overcharged, 
following an incorrect system entry. To prevent this from happening, Oprah suggested that people 
should also be aware of NILS loan completion date, instead of leaving it all to Centrepay. 
 
Centrelink was taking money out even though I finished, so they got to work it better, like 
change, like getting contact with Centrelink to make sure that it has been stopped cause it has 
all been paid for. 
(Oprah, NILS)  
 
All the recipients make loan repayment arrangement to repay the NILS loan. The use of Centrepay 
as a money management ensures loan repayment, establishes and track records of repayments and 
helped people set priorities on what their money is spent on. Using this method also lessens the worry 
of having to remember repayments.  
 
6.1.2 Financial conversations 
All potential NILS borrowers are required to attend a financial conversation with a NILS worker. It 
has been reported that this meeting increases recipients’ financial capability in terms of skills, 
knowledge, and behaviour (Corrie, 2012). Recipients’ opinions of the usefulness of the conversation 
were varied but the majority of them said that it did not significantly change their financial skills and 
hence there was also no change in their money management strategy. The possible reason for the 
majority of recipients saying there was no change in money behaviour was because they believed 
they had good money management skills, as discussed in Section 4.2.2. Almost all of the recipients 
thought that their financial problems were due to the lack of money, and not the lack of knowledge 
to manage it.  
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NILS does not teach anybody how to budget…they give you the loans without interest... NILS 
don’t really teach us anything. 
(Helen, NILS)  
 
There were some recipients who thought that the conversations were useful. For example, Mary 
observed that the budget she prepared during the conversation helped her to see her income and 
expenses in words. Mary reflected that the worker’s advice of using a budget was helpful in her daily 
money management.  
 
I remember that this is how much like you are getting, this is how much is coming out, this 
much left. And you can afford that no interest loan, and by seeing that, you know, by writing 
it down, that is what I do now, I write it down now, rent, food, whatever, and I can pay this, 
and the budgeting is the really good thing, because you actually see where the money was 
going, you don’t realise so much of money going there, everywhere, gone! And so, was really 
good, it is really good advice. 
(Mary, NILS) 
 
Thus, Mary’s financial capability was improved because she had been utilising the knowledge she 
learned from the conversation and transferred it into a financial capability (awareness of her spending) 
after the loan completion. Interestingly, while Oprah did not mention any financial capability change, 
she did indicate that she was more aware of her spending.  
 
[any financial skills], no, not really…they do the one, like budget, you spend this amount of 
money, this amount of money is left, to see like how much money I could pay back and stuff 
like that, interesting, it’s like, I don’t realise how much you spend on your animals and stuff 
like that, they just want to know what you are spending on.  
(Oprah, NILS)  
 
Worker 5 said, at the least, a conversation of this nature helped recipients identify their spending leaks 
and analyse their own spending habits, and enabled workers to provide a referral if necessary.  
 
We can help point out excessive bank fees, we can identify bad spending leaks or even bad 
behaviour, and often that would mean that we won’t end up doing a loan to them, but it brings 
it to the front of their minds, so if we can see that they are sitting in the casinos and they’ve 
taken out $300 in four transactions, we can ask what’s that about, sometimes they get angry 
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and just get up and walked away, and sometimes they said, I do have a gambling problem or 
something, and we can refer them to a gambling helpline or whatever… being able to actually 
expose it to someone else and bring it out sometimes can help people, and then the whole 
process of going through the loan, going through the budget, is actually understanding the 
loan, signing the loan contract, it is all about building capacity. 
(Worker 5, NILS)  
 
Worker 6 noted that it was important to bring to recipients’ awareness the idea that over time, 
seemingly small amounts could significantly affect their budget, particularly when recipients incurred 
them frequently.  
 
I mean if, one of the big things, when we go through someone bank statement, is ATM 
fees…so you’ve got all these fees here, and you know, just sort of explain to them how…it 
does seem small, but if it is $2 here, $2 there, but if they have 30 of them in 3 months, that is 
you know, that is usually enough to make a payment for NILS loans. 
(Worker 6, NILS)  
 
Disagreeing with the above workers, Worker 11 was skeptical that a lending product, and a financial 
conversation with a NILS worker, could have any bearing on recipients’ financial capability.  
 
I don’t think it will build capability because it is actually just a lending product, it doesn’t 
have any built-in mechanism for helping the clients to build their capability…I just don’t think 
that is happening for people, I think it is a rare, a rare person that is influenced simply by the 
lending process and the conversation on whatever that conversation maybe with the lender…it 
demonstrated that people are not changing…what it demonstrates is that, people have become, 
they realise that they can use this service to get the things they need… it doesn’t demonstrate 
anything other than the fact that they’ll just keep coming back for the lending. 
(Worker 11, NILS)  
 
Therefore, Worker 11 suggested that these conversations be made continual ongoing financial case 
management, replacing the current practice of a financial conversation to determine recipients’ ability 
to repay a loan.  
 
I think this is where I think the NILS program is sort of so limited, because it doesn’t, it sort 
of just focus on lending, it is not focused on, they may say you need to have a financial 
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conversation with the person but that conversation stops once the loan is ticked, so I think 
there needs to be an investment in that ongoing conversation throughout the term of the loan, 
and a referral and an integrated, I guess, case management. 
(Worker 11, NILS)  
 
Conversely, Worker 11 also raised the issues of workers’ experience in handling these financial 
conversations. In this worker’s experience, there were very few qualified workers well-versed in 
financial matters, who could deliver these conversations, thus potentially undermining their 
effectiveness.  
 
The NILS program is primarily run by volunteers, and because it is primarily run by, you 
know people that may have been out of the workforce or aren’t necessarily educated in that 
way. I am a community educator, that is my qualification, and so for me, it is easy for me to 
talk to somebody and said, well you know what, actually I disagree with you, and it is hard 
for people to have those type of conversation with someone they don’t know if they don’t 
have the experience, so there is a whole gamut of weaknesses I suppose in the NILS program 
in that respect, because it relies on often uneducated and when I said uneducated I don’t mean 
that people are stupid, I mean that people are not trained in those areas to achieve, to be able 
to do the job to full capacity. 
(Worker 11, matched savings)  
 
Overall, recipients and workers had different views of the importance of financial conversations 
during the microfinance process. The majority of workers mentioned that financial conversations 
were very important to building recipients’ financial capability, for example, in making recipients 
aware of spending leaks, bank fees and charges but the majority of recipients said that mainly 
financial skills were highlighted during the conversations. They generally did not change their money 
management strategies. Recipients had already indicated that they have good money management, 
and their financial problems were due to the lack of money; and not a lack of financial knowledge.  
 
6.1.3 Loan features  
This section examines the features of microfinance loans to explore their contribution to financial 
capability. These loan features include the NILS loan being paid directly to the providers of the 
service, the provision of an interest-free loan with no charges or fees to recipients, and no restrictions 
on how the number of NILS loan a person can get, as long as a previous NILS loan has been repaid. 
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On some occasions, people may be eligible for multiple loans as long as the total loan amount does 
not exceed $1200.  
 
The first feature under consideration is the payment of NILS loan amounts directly to service 
providers, rather than in cash to borrowers. Mary liked this feature. When she said “it’s the best 
thing…you can’t get cash”, Mary appeared to suggest that this NILS feature was a deterrence to 
people who might lack control of their spending due to the various demands on their incomes.  
 
…actually I think it’s the best thing doing it that…you can’t get cash, pay bills with it…it is 
good that you can’t take out the cash. 
(Mary, NILS)  
 
In addition to paying the provider directly, NILS loans are interest-free and attract no charges or fees. 
Jason was able to compare the interest-free feature of NILS to that of other high-interest financial 
products.  
 
I can’t afford to buy straight out, getting it no interest, not paying extra money back, not 
paying like, say, a thousand dollar for something, you are not paying fifteen hundred dollars 
back, like interest, there is no interest, that’s the good part of it I like about it. 
(Jason, NILS)  
 
It was not surprising that more than half of the NILS recipients (seven repeat borrowers and two 
contemplating new loans) built NILS into their budget, for example, Ivy mentioned:  
 
I have been with them for many years and if I ever need things, I just go there. 
(Ivy, NILS)  
 
While Jason used NILS the way he would use a conventional bank loan, Ivy has been using NILS as 
her savings, only in reverse. Recipients like Ivy put aside loan repayment amounts the way they would 
put aside money for savings. For example, due to her low income, Bella reported that she could not 
save enough to buy an item outright, but was able to put money towards loan repayments for it.  
 
Because our income’s very limited, so if we do, NILS, whatever we like to buy, we can get, 
otherwise we cannot spend lots of money to buy… if otherwise may be we cannot buy like 
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more expensive things, so from NILS, we can buy like, more extra which is higher cost…so 
we then can bank $50 a fortnight. 
(Bella, NILS)  
 
Using loans this way works as an alternative to savings or “savings in reverse” among people on low 
incomes and has been well documented by researchers, see for example, Rutherford (2001) and 
Cabraal (2010, p. 105), who declared that “while NILS participants were not saving, they viewed the 
loans in the same way as people who view savings”. According to Worker 6, using NILS as an 
interest-free credit facility or “savings in reverse” is advantageous to building people’s financial 
capability, because then recipients can use their savings for other needs not covered by NILS.  
 
We do have a few people who do that, you can see that they have a surplus in their accounts, 
but you know, they use NILS for essential items, I mean that is great, like, because if an 
emergency do come out, and if they do need the money for something else, they have it on 
the file…like I have no problem giving you know, a NILS loan to someone who has that kind 
of money saved up, so it shows to me that they, you know, they do have the financial capability 
to, to save properly, and they manage their money well. 
     (Worker 6, NILS)  
 
However, Worker 2 was against the practice of using NILS continually as interest-free credit or as 
savings in reverse. Firstly, this worker thought that NILS loan should only be a transitional financial 
product for people to progress into mainstream banking. Secondly, as the worker considered having 
savings as a financial capability, people who had no savings and thus continually had to rely on the 
NILS loans to meet their needs, such as Jason and Ivy, were not seen to demonstrate financial 
capability.  
 
It is more inhibiting than it is promoting savings behaviours…so in continuing letting them 
use NILS, I think we should really, the point of doing those NILS loan is to really be trying 
to push people back into the mainstream but then again…basically if they are using NILS in 
a way which isn’t conducive to, you know, maintain savings behaviour, and they are doing it 
and buying things that they don’t really need, then I am against, however, if they are using it  
and still saving money, then why not use it because it is interest free, so depending on the  
situation they are in.     (Worker 2, matched savings)  
NILS loans were highly regarded by recipients because of the interest-free nature and having no 
restriction on the number of loans a recipient can obtain led to recipients using the loans as an interest-
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free credit facility as well as a savings in reverse. The next section will explore changes in recipients’ 
self-assessed financial capability and also workers’ opinions on recipients’ financial capability as a 
result of the “spend-first” model.  
 
6.1.4. Perceived financial capability change after a “spend-first” model 
While all the recipients treasured NILS as an interest-free loan, and savings in reverse, and made loan 
repayments arrangements accordingly, the majority of NILS recipients did not recognise its 
contribution towards their financial capability. Helen noted that:  
 
NILS don’t sit down and work out how much you could afford, they know what you can 
afford, if I got a loan through a bank and had to worry about interest and stuff like that, and 
regular payments. Well, with NILS, they take all that problems off you and you are not paying 
any interest anyway…no, no, I only learn how to go and get quotes. 
(Helen, NILS)  
 
NILS recipients also cannot purchase something but need to collect a quote first and the transaction 
is made between NILS and the supplier rather than cash given directly to the recipients. Another 
recipient, Patricia, also reported no significant change in her financial capability. However, Patricia 
thought that the NILS loan had aided her savings process because, with a major purchase taken care 
of, she had more freedom with the way she used her money.  
 
[Financial capability], the same, no, she says the same…she is still allocating the same amount 
to her savings, to her bills, like, gets taken out automatically, like for instance, electricity, and 
all these, they just pay automatically, so she hasn’t changed anything…no, hold on…she is 
saying she changed style but not, not like a very big change anyway, it is a strange thing…let’s 
say, she got paid two hundred, she might have to put up like a hundred fifty up and put fifty 
in her savings, but now…she pays them back thirty, so you still got the hundred and seventy, 
so she can maybe let’s say, maybe even put up a hundred in her savings or, and then you got 
thirty dollar to play around, pocket money or anything like that. 
(Patricia, NILS, relayed by her daughter) 
 
For both Helen and Patricia, there seemed to be some financial capability changes even though 
recipients themselves did not clearly acknowledge it. In the case of Helen, arguably, the process of 
getting quotes can also build financial capability when she compared between shops and features of 
the item so that she could get a NILS loans. In Patricia’s case, when she had more freedom to use her 
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money, this was also a financial capability. Worker 11 provided a possible reason for recipients not 
mentioning improvement in their financial capability.  
 
[NILS] doesn’t have a mechanism for measuring what changes that person experienced, and 
how well it could is the qualm in many instances to actually reflect on their own capacity and 
capability of actually changing and recognising any change…when I started this I was like 
this, and I got this loan and it made it think about this, this, this, and then I changed my 
behaviour and started saving… 
(Worker 11, NILS) 
 
There is no restriction on how many NILS loans a recipient can obtain. Worker 2 argued that this 
unlimited restriction on the number of loans created reliance upon the loans, as well as encouraged 
unnecessary spending.  
 
I think it potentially could create a reliance, so for example, if, a fridge, say they already got 
a fridge, oh no, TV is better, TV is a couple of years old, you know, something latest has come 
on the market, they don’t really need the fridge, sorry, a TV, but if they got the knowledge of 
using this NILS loan and why not, you know, it is interest-free, and then they actually go and 
buy the TV, then I think that is inhibiting . 
     (Worker 2, matched savings)  
 
Worker 8 was an advocate for recipients’ continual use of NILS. The worker saw this practice as 
people merely making the best use of resources available to people to better manage their living. To 
this worker, this is an area of financial capability.  
 
If I was given the option to purchase a product with no interest, and it gave me the option of 
paying smaller amount of money over time, then yes, that is a clever use of using your 
money…whatever lump sum they do have can remain in the bank or any other need where 
they, to meet another expense where they wouldn’t be eligible for the NILS…it does speak to 
how resourceful people have to be when they are on a low income, how they have to sort of 
think outside the square, and really think how they can manipulate their environment to meet 
their needs.  
(Worker 8, matched savings)  
Worker 10 expanded on Worker 8’s idea that financial capability was a complex societal issue 
influenced by various factors, many of which were beyond the control of recipients. To Worker 10, 
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NILS loans’ usefulness lay in the extra leverage given to people on low incomes. Thus, if a lending 
product, such as NILS, can be used to help to improve the quality of life for people on low incomes, 
and people are able to repay the loans without a heavy burden, then the NILS loans’ part in helping 
recipients manage their finance better could not be denied.  
 
I think what it does do is, it does provide some fairness, I mean people who are on higher 
income do have access to mainstream banking and people on low incomes often don’t, so if 
you can come out with a product that provides a capital for loans for people on low income 
and I think you’re making things a bit more equitable. Now, in terms of people moving from 
that into mainstream banking, that would largely depend largely on them having the 
opportunity to get employment I guess or moved from being on Centrelink payment into 
higher income, so how that occurs is I suppose a bit beyond what microfinance can do because 
that, it relates to policy on labour market, strategies and how you deal with, you know, 
unemployment and those sort of things. 
(Worker 10, NILS)  
 
Most recipients saw NILS as interest-free credit that can help them smooth their income and expenses 
but did not see its contributions to their financial capability beyond this. However, recipients were 
able to compare the NILS loan feature with that of other forms of riskier credits. This is a financial 
capability because recipients are able to identify the best financial deal for themselves. This capability 
may also prevent recipients from accessing exploitive credits that may cause them further financial 
troubles. The majority of workers pointed to the usefulness of financial conversations to financial 
capability if done properly by qualified NILS workers. Additionally some workers also thought that 
continual use of NILS as a lending product may defeat the intention of NILS by potentially creating 
reliance on it.  
 
6.2 The “Save-first” microfinance process and financial capability 
Unlike the “spend-first” model that emphasises repayments, the “save-first” model placed high 
importance on recipients’ ability to save throughout the savings period. This section examines some 
of the features of the “save-first” model, such as a commitment to savings, an incentive to save, 
nomination of savings goals, financial education workshops and their contributions to financial 
capability, and recipients’ perceived financial capability change. 
6.2.1 Committed savings and incentive to save 
The “save-first” model is based on the assumption that people can and will save when suitable 
arrangements and incentives are in place and people will save when there is a committed amount and 
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duration to save (Ashraf et al., 2006; Russell et al., 2015). At the end of the savings period, a monetary 
reward in the form of a matched fund of up to $500 is provided. The arrangement of committed 
savings over a period of time, with incentive to save, is thought to be able to build a savings habit 
among recipients, considered to be crucial to improving their financial capability (Russell, Cattlin, et 
al., 2012; The Smith Family, 2016). However, the single most important aspect that motivated 
recipients to participate in the program was the incentive at the end of the savings program, rather 
than the process of savings itself. For example, Winnie recalled that she participated in the matched 
saving program because of the “free” money. 
 
I am on a low income, so, any extra money is helpful, the free five hundred dollars. 
(Winnie, matched savings)  
 
Recipients adopted a range of strategies to ensure they that they would obtain their matched funds. 
For example, Yvonne would first take out the committed amount for savings prior to other expenses 
so that her money “doesn’t go everywhere”.  
 
…so the money goes everywhere like the rent and everything else, food, so then sometimes 
you have nothing left, you used everything up. So this one goes in first, I mean I pop in first, 
and then it’s there, so, if you need it, then it is there. 
      (Yvonne, matched savings)  
 
Similarly, Winnie used the same method when she requested that the required savings amount be 
deducted from her pay into the savings account first before she got her pay. 
 
It comes out of your wages, that was good…I found it very easy just to set it up with people 
in the finance team just to pay part of my wages each fortnight into that savings account. 
(Winnie, matched savings)  
 
Zora, who did not consider herself a good saver, used a different strategy.  
 
I felt in myself that it was like a bill and I had to pay it. I never thought, you know, I can’t go 
and pay it, it is just always in my head that it is just a bill, you got to pay on time, that is how 
I thought of the AddsUP…because I didn’t feel like I was saving. 
(Zora, matched savings)  
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From the examples above, it is obvious that with suitable arrangements in place, recipients can and 
will save. Recipients were found to employ a variety of measures to ensure completion of the savings 
program. Worker 1 thought that this arrangement would help in the development of a saving habit 
which is the first step towards financial security.  
 
I don’t think you can reach any financial goal without learning to save first, so I really believe 
that, that is the first step to financial security is, is, learning and empowering you, to actually 
reach goals is actually learning how to save, as it can be as little as it needs to be, or as little 
as you have left but I think, it is one of the most important skills that we can impart with 
anybody who is actually learning, put something away, for unexpected emergencies, or 
unexpected anything. 
(Worker 1, matched savings)  
 
Worker 7 also agreed with Worker 1 on the importance of building savings habits for recipients’ 
financial sustainability and also on the importance of having savings to reduce financial worries 
associated with a lack of funds for emergencies.  
 
I think savings are essential. I believe that it is, it is kind of the stepping stone to being 
sustainable financially, when I am saying savings, it is not necessary for luxuries either but it 
can be for unforeseen circumstances, could be, you know, medical cost, it could be for 
anything that is very important and quite expensive, and without some sort of buffer, as I like 
to call it, it can cause a lot of distress for people. 
(Worker 7, matched savings)  
 
For recipients who had completed the programs, savings behaviour had definitely been achieved 
under this model. Recipients completed the committed savings program employing a variety of 
methods and almost all recipients participated in the matched savings programs because of the 
incentive at the end of the programs. Generally, workers suggested that the arrangement of the 
matched savings programs helped to build a savings habit among recipients, which was thought to be 
the first step towards financial security and independence. However, most recipients did not consider 
their capacity to save was new learning, instead placing emphasis upon having an incentive to save. 
The next section will discuss the matched savings programs’ contribution to financial capability in 
the nomination of a savings goal, as in the Saver Plus program.  
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6.2.2 Savings goal 
Saver Plus’s use is limited to recipients or their dependents’ educational needs. Ursula thought that 
with this arrangement, Saver Plus has instilled in her the discipline to save for her children’s education 
so that she would not spend her money “for something else”.  
 
When I took part in it, I couldn’t, like, the money always went for something else, yeah, so I 
never have money for like schools, resources, this and that, because the money always went 
for something else. So when I was matching the money, then I know, like sure, this $500 must 
go for the school…I ended up paying the school, so we paid, I think it was 
resource…definitely it all went to school. 
(Ursula, matched savings)  
 
Ursula later expanded on this comment  by saying that even though Saver Plus helped her save for 
her children’s education expenses, she also thought that the savings goal was too rigid and the savings 
period too long. However, Ursula also acknowledged that the rigid structure of Saver Plus helped her 
achieve her goal, but it was unclear if a more loosely structured savings program would help her to 
achieve her savings goal.  
 
I think it definitely worked well having a goal, and, having a goal like for the money to go 
towards…I think it needs to be a bit more flexible, and then having like ten months, I think it 
was, goal plan was too much, too… it is a very long time frame, and then the restriction on 
what we can spend the money on, I think that was that, a bit of stress as well. 
(Ursula, matched savings)  
 
Like Ursula, Suzy also thought that having a clear savings goal at the start of the savings program 
focused her on what she wanted the matched fund for. Since having her second child, Suzy had a 
reduced income as she has not been able to work full-time. Suzy found that the goal-setting of Saver 
Plus was beneficial to get her daughter started in school.  
 
My daughter was in prep, so I thought, oh great, it is good to set her up for school…my son 
has a disability, which means I can’t work full-time, so, before he was born, I did work full-
time, so now I sort of get a slightly lower income that what I had before he was born…I bought 
her school uniforms…and I also bought an iPad as well so that she could use it for her reading 
aids. 
(Suzy, matched savings)  
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Both Ursula and Suzy participated in the matched savings programs for the sake of their children’s 
education. But to Victoria, nomination of an educational savings goal had unintentionally changed 
her life path, from being a stay-at-home mother to being a student herself. This happened when 
Victoria took up the challenge to study (to get the matched fund) when her son refused to participate 
in the program after she had made the initial contact. During the time of the interview, Victoria was 
in the process of getting herself accredited in her counselling practice. 
 
Originally it was offered to my son…I booked him in for it, and then at the last minute, he 
said no…I said I am sorry and she said well, what about you…she said have you ever wanted 
to go to school…I have been at home with children for over 20 years…I didn’t see this 
coming…I am doing like graduate certificate…if I haven’t done the course…there is no way 
we had the money for me to buy laptop or the books, like I had saved enough because they 
doubled it. I not only got the laptop, but I was able, with the extra money, to go out, my first 
year’s books were paid for. 
(Victoria, matched savings)  
 
The skill to plan ahead is one of the identified skills in financial capability (Corrie, 2012; Financial 
Service Authority, 2005; Kempson, 2009; Lusardi, 2011; O'Donnell & Keeney, 2009; OECD 
International Network on Financial Education, 2011; Stumm et al., 2013). Planning ahead is linked 
to goal-setting. Worker 9 said that having a savings goal helps instill among recipients a planning 
skill that is important for them to become financially capable. 
 
And that is what I love about the matched savings program is that it taught people, ok, I want 
to buy a computer for my child when they start high school, so I’ve got a whole year till they 
start high school so I am going to start saving now. It is this planning that I don’t think people 
do, I keep going back to this impulse thing but people just don’t think ahead, and you know, 
like very soon, you know you are going to get book list coming home and stuff for back to 
school stuff next year, well, they should be thinking about that now, not a  
week before the kids go back and then they get themselves into, you know, financial trouble, 
so I think we all need to plan.   (Worker 9, matched savings) 
Unlike Saver Plus program, AddsUP recipients do not have to nominate a savings goal. This worked 
well for Winnie because the matched fund was timely for her car registration and insurance payments.  
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It happened to come at the time when my car registration was due…so it came in that time 
when I had my car registration, my car insurance...so I used it for those expenses. 
(Winnie, NILS and matched savings)  
 
Some workers considered recipients needed to cultivate a savings value, rather than nominating a 
savings goal. For example, Worker 2 argued that when recipients have a savings value, savings 
behaviours will happen naturally, and hence there is no need for people to consciously nominate a 
savings goal. Moreover, a savings goal has an end point whereas valuing a savings habit does not, 
and unless people’s value towards savings change, their savings behaviours will probably remain the 
same.  
 
I think the most important thing would be having a value to reach, is having values. So 
whereas a goal, it has a fixed end point, if someone finds out what values are in regards to 
living by those values, or maybe try to be achievable, those values are something that don’t 
have an expiration date, that is something you do continually every day. So I think maybe if 
you combine the two, so you have a goal or whatever like savings money for a house, or 
needing a certain element for a house, I think if you can have the value of being conscientious 
with your money, then savings is going to happen your way.  
(Worker 2, matched savings)  
 
Worker 2 was implying that if the recipients’ goal is to obtain the matched fund, then they will 
probably discontinue savings once their goal is reached. Worker 8 agreed, saying that a savings 
attitude has more far-reaching implications that having a compulsory savings goal. The worker 
thought that if people could practise a frugal attitude to spending, any extra money left was itself a 
savings, thus eliminating a need for a savings goal. 
 
From my experience in the class, yes, people who usually join the program knew exactly what 
they needed or needed to save for, and that, that was the big drawcard…I, I like to save 
because I don’t like to waste money and, and so if I got extra money, I’ll just put it aside for  
 
 
whatever occasion I need for, but I know with Saver Plus, it was, it was an expectation that  
people have goals, you didn’t really have a choice. 
(Worker 8, matched savings)  
 
 118 
 
The ability to set goals is linked to the financial capability of recipients to plan ahead. Even though a 
savings value is thought to have a longer-term impact on people’s financial capability, having a 
savings goal assisted recipients to be more focused on their savings. The next section will discuss 
financial education workshops and their contributions to financial capability.  
 
6.2.3 Financial education workshops 
This section will explore the contributions of financial education workshops of the Saver Plus 
program to the financial capability of recipients. In addition to a committed savings period and the 
nomination of a savings goal, the Saver Plus program also requires that recipients attend 10 hours of 
financial education workshops before their savings can be matched. The opinions of Saver Plus 
recipients of these workshops and their perceived financial capability were mixed. For example, 
Yvonne said that these workshops only provided basic knowledge on where to seek more financial 
information and as a reminder to stick to her budget, and some website links to where she could find 
additional information which she said did not need. Ursula’s comments supported Yvonne when she 
said that these workshops only served as a reminder for her to be more careful of her budget as well 
as keeping a record on where her money went.  
 
We spend money but we don’t know where the money went, so it is sort of keeping a record, 
and say, OK, I spend, for example, thirty dollars on takeaways, and having a look back and 
saying, well, was it worth me spending thirty dollar worth of takeaway or should I have, went 
somewhere else or should I have done something else kind of thing, so ye, it was a good point, 
like, to stick to, keeping a record on where the money is going…it was all pretty much 
common sense, but we did like a reminder, every now and then, like, remind us to sort of have 
a goal, stick to it, so that is more of a reminder for me. 
(Ursula, matched savings)  
 
Suzy was careful to say that even though there was no “major revelation” during the workshops, she 
would not expect other people to be as knowledgeable as her because of her community work 
background.  
 
I was already done quite a lot of research on the different tools and programs available and all 
of that through my work, so, there wasn’t any major revelation… but that’s mainly because 
of my work, that is not, you know, I wouldn’t expect the average person to know all of that 
stuff. 
(Suzy, matched savings)  
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On the other hand, there were recipients who found the workshops immensely useful. Tom had saved 
before but admitted he was also a big spender. Tom found the information during the workshops 
useful in identifying where his money went and reshaping his financial lifestyle.  
 
I think I need to learn some new knowledge to maintain, a healthy financial life…I saved but 
I spent, even, even more…I didn’t buy the coffee, I didn’t, well, eat out that often, that is kind 
of sacrifices, yes, I need to control my spending habit… I have been doing the savings, that’s 
why I just came back from a holiday…since then I just sensibly spent the money. 
(Tom, matched savings)  
 
In contrast to the recipients’ differing opinions on the usefulness of the workshops, all the workers 
spoke about the positive contributions of these financial education classes to recipient’s financial 
capability. For example, Worker 1 indicated that these classes not only impart financial knowledge 
but also enable recipients to share financial information, as well as provide referral services if 
necessary.  
 
You are then required to do the compulsory financial component of the program. So in that 
way, we are also imparting financial education to improve the people that access these 
programs, to improve their skills, and also, you know, sharing all of the information about 
other programs that are in the community, that can also improve their financial capability. 
That could be worst case scenario, accessing financial counsellors because they need help 
with debt management. 
(Worker 1, matched savings)  
 
In addition to imparting and sharing knowledge as mentioned by Worker 1, Worker 4 explained that 
through the financial education workshops, recipients were able to reflect on their past and current 
financial experiences, which in turn would hopefully help them plan a better financial future.  
 
It is the knowledge, knowledge is power, and the whole education part, and giving the 
participants the time to think and reflect where they have been, where they are and where they 
want to go. 
(Worker 4, matched savings)  
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Workers considered that when the recipients had the ability to reflect on their own finance, they were 
then ready to move up another level, for example, to be engaged with mainstream banking services, 
such as credit and insurance. This is because an ability to self-assess the extent and limits of one’s 
financial knowledge is in itself is a financial capability (Lusardi, 2011). In this scenario, Worker 7 
provided a critical insight on what the education workshops could do to prepare recipients to move 
along this financial capability continuum. 
 
A simple principle like tracking their spending, setting a budget, the whole thought of paying 
yourself first as a savings, putting aside money for savings first before everything else, but 
then in other areas too just learning about things such as superannuation, and the impacts, the 
way that it is going with superannuation means that everyone is going have to have a 
knowledge in superannuation to save for their own retirement, so raising the awareness of 
those sorts of financial directions that we are going in I suppose, and also just things like 
managing credit cards debt you know, right down to shopping for the right type of insurance, 
dealing with those sorts of things. 
(Worker 7, matched savings)  
 
However, Worker 8 cautioned about the usefulness of the “one-size-fits-all” approach of the 
workshops towards people’s financial capability. Worker 8 thought that for these workshops to be 
useful, the differences in the levels of recipients’ financial knowledge, and learning styles, as well as 
the worker’s facilitation skills must be considered.   
 
I think participants came into the classes at different, at different, different levels of 
knowledge, so for example, one participant may find a lot of value in learning about tracking 
their daily spending habit or doing a budget but wouldn’t necessarily find value in Super, but 
then another participant would find value in another thing and not… I think it is a skill to be 
able to create an environment where participants were ok with sharing what they knew, and 
that, and without, without their thinking their ideas were silly, so, so they did learn from each 
other but I think it also came down to the skill of the facilitator as well… because I guess they 
see a connection in each other already was they were identified as being people who are on a, 
earning a lower income who need to, and that sort of have some similarity in that way… 
(Worker 8, matched savings)  
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The Saver Plus process is a more rigid program compared to the AddsUP program. Suzy had 
participated in both types of the matched savings programs. Comparing the two programs, she 
observed:  
 
Sometimes people, don’t, don’t really have a goal, or you know, so the framework of saver 
plus might, is good for some people to, and much more structured… and, with the set 
criteria…I think that, you know, if somebody meet the eligibility criteria for the program, you 
know, that they got kids and all of that, that, that saver plus is a good one as well…and then, 
because AddsUP, you kind of left out on your own, you signed up and then you, you just have 
to do your deposits, then, wait what happened, and not much monitoring along the way. 
(Suzy, matched savings)  
 
Recipients mentioned varying degrees of usefulness of the education workshops and their opinions 
on these workshops were generally positive. To some recipients, the workshops offered basic 
financial knowledge and information, for some, the workshops helped identify their spending leaks 
and reconstruct their spending habits. All the workers praised the usefulness of workshops in 
contributing to recipients’ financial capability although some workers mentioned the need to better 
tailor the workshops to recipients’ needs to achieve better outcomes. The next section will discuss 
recipients’ and workers’ opinions on whether there was any perceived financial capability change 
after the “save-first” program.  
 
6.2.4 Perceived financial capability change after a “save-first” model 
The emphasis of the “save-first” model is based on the principle that developing a savings habit is 
the key to improving financial capability (Russell, Cattlin, et al., 2012; The Smith Family, 2016). 
With some savings to act as a buffer, families are also less likely to fall into hardship, for example, 
during times of loss of income (Russell et al., 2015). As such, the matched saving programs emphasise 
having savings as a financial capability. As discussed earlier in Section 5.1.3, recipients need to have 
the ability to save, before they can participate in the matched savings program. However, having an 
ability to save does not mean recipients will save. Recipients having the ability to save are generally 
those people on higher incomes; this is true in the case of the matched savings recipients where their 
incomes were double that of the NILS recipients. Almost all but one matched savings recipient said 
that they had been saving prior to their engagement in the programs. The only recipient who 
mentioned not having a prior saving habit was Zora. For Zora, completing the program had increased 
her confidence in saving for other goals. As a result of the savings program, Zora was also more 
 122 
 
aware of the accumulation effect of saving small amounts of money if done consistently over a period 
of time. 
 
I think being used to putting that thirty-five dollars away, I am used to not having it anymore. 
So I am used to putting it away because I’ve already done it. It is not there, basically in my 
mind, it is not in my budget if that makes sense…I wasn’t very good with budgeting, no, I am 
not the best right now, but I do try, even if it is that just a little bit, like twenty, or ten, it all 
adds up at the end of the year. 
(Zora, matched savings) 
 
When asked about microfinance’s contribution towards confidence levels, more than half (five) of 
the recipients reported their confidence levels as remaining the same. For example, Yvonne noted: 
 
I suppose we did get the extra five hundred, which was nice…[but] level of confidence, I 
would say the same as before. 
(Yvonne, matched savings) 
 
This was not surprising because most of the Saver Plus recipients said they were prior savers who 
were already confident with their money management. For these recipients, the establishment of a 
savings skill was not mentioned as a benefit of participating in the “save-first’ program. This group 
of recipients viewed the matched fund as boosting their confidence, but not the establishment of a 
savings habit.  
Because when you got zero, it is hard to start, whereas when you started the program, and you 
get $500, and then you get another $500 with AddsUP or, or even, you know, with the Saver 
Plus… they put the $500, and so I have $1000, and it was quite easy to keep saving coz’ you 
already got a decent amount of money there, that, you think, oh, I just need to add a bit more 
to, I supposed that is, confidence-wise. 
(Suzy, matched savings) 
 
The examples above showed the benefits associated with the matched savings programs, such as the 
realisation that a small amount can lead to a substantial amount over time, reshaping recipients’ 
priorities, and constructing a savings habit. Only one matched savings recipients mentioned using the 
program to learn how to save for the first time. As discussed in 6.2.1, recipients were attracted by the 
incentive and they employed various methods to ensure they received the matched fund. A 
requirement of the two matched savings programs was the opening of a new savings account with the 
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banks providing the matched fund (ANZ Progress Saver Account for Saver Plus and NAB Smart 
Reward Saver Account for AddsUP) for recipients to deposit their savings. More recipients closed 
the savings accounts they opened for the matched savings programs, than recipients who kept them 
open because they already had some other savings accounts. This was unsurprising because almost 
all of them mentioned they were already prior savers. For example, Winnie did not want to keep the 
account she opened specifically for the matched savings program.  
 
No, I took it [matched fund] out of the bank because I already have a savings account with 
another bank, so I took it out of the bank and I just… yes, and you can close the account, or 
you can keep it and keep saving. 
       (Winnie, matched savings) 
 
Those who kept the savings account open mentioned various advantages to doing so. Rose had kept 
the savings account open after her matched savings program so that she could save more consistently.  
 
It is kind of you save, then you drop out, save and drop out…I did put some away. The account 
is still open, so I did put some money into it…so we put money away towards things, like for 
rego27, we fortnightly put away some money because I think it is a good thing, to put money 
away for something that, if you know it is going to come up. 
(Rose, matched savings)  
 
Victoria, whose life course was unintentionally changed due to the matched savings program, also 
kept the account open and used it as her education account. Victoria mentioned having a sense of 
financial security when she knew that her dependents’ education expenses had been taken care of.  
 
I actually kept that account, that is still called my education account, I don’t, I don’t save my 
money into it, but I have one of my Centrelink payments goes straight into it, so that’s, so I 
never touch it, and I was able to send my daughter to private school for first term of high 
school and then home schooled her. So anything she needs for school, dance lessons, even 
guitar, anything that, that I can justify oh that is a school thing, I just go straight to that account, 
the money is always there, I never have to worry about the family budget and can we afford 
it this week, so it’s changed. 
                                                     
27 Vehicle registration cost charged by Road Transport Department of each state in Australia. This cost normally 
includes registration fee, traffic improvement fees and a compulsory third party insurance premium. 
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       (Victoria, matched savings)  
 
Although all the workers acknowledged the importance of savings as an aspect of financial capability, 
their opinions on the effectiveness of the programs to change people’s savings habit were mixed. 
Worker 9 was confident of the contributions of the “save-first” model to recipients’ financial 
capability.  
 
So the financial capability is about getting a bit more knowledge, learning some new terms 
that they may, you know, what these bank accounts mean but it is all about building their self-
esteem and building their confidence in dealing with either their own finances and be engaging 
with banking workers…learning to save was a definite skill that improves their financial 
capability. 
(Worker 9, matched savings)  
 
Worker 2 also acknowledged the matched savings programs’ contributions to financial capability in 
terms of the consolidation of recipients’ savings habit, particularly when recipients noticed an 
increase in their bank balance and realised that they were able to achieve what was previously 
unachievable.  
 
Having that savings being reinforced every month guide in changing their behaviours, and 
increase their capability because one of the main things I can report people saying is “I never 
thought I will be able to save $500”, it really does give that reinforcing, every month, they see 
another fifty dollar, the next month they see fifty dollar again, so the continual reinforcement 
that ok, you know, maybe, it is not so hard to save, to save money and continually it gets 
reinforced, so, I think that is where it increases their capability.  
     (Worker 2, matched savings)  
 
Worker 8 did not agree that the savings program alone could establish a savings habit.  
 
The success of Saver Plus participants were people who I think in my experience they had 
somewhat of an established savings habit, that they inherited over their life or from their 
parents and from my experience, the people who really struggle to finish Saver Plus were 
those who had, who haven’t had any sort of experience or introduction to savings prior to 
joining Saver Plus. 
(Worker 8, matched savings)  
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Even though Worker 7 agreed that a savings habit could form through the process of savings in the 
matched savings programs. Worker 7 was also careful to say that the success of the program depends 
largely on people’s prior financial habits and their determination to change.  
 
Because it is quite a long time, it kind of gets embedded because it is, it is a challenge, it is 
quite challenging for a lot of people, and, and the sense of control it comes from succeeding 
over a ten months’ period, I think it is a big benefit…sometimes that is just those lifetime of 
spending habits that are, they are not easily changed really I supposed, and sometimes people 
start great with the savings, and then after a while, the old habits kick in and they will spend 
whatever in their account, so it doesn’t work every time. 
(Worker 7, matched savings)  
 
A NILS worker also argued against the ability of the model to shape recipients’ savings behaviour 
because this worker had seen too few cases where this had occurred. To Worker 11, a savings program 
was merely a form of welfare if there was no associated behavioural change. 
So only one [person] I ever, ever spoke to that had got there and continue to save…if it doesn’t 
change their behaviour then it just, it is just welfare, isn’t it, this is my opinion, if it doesn’t 
change, yeah, it is just a welfare, might as well we just say, hey, we’ll give you $500 in 12 
months. 
(Worker 11, NILS)  
 
Worker 11’s view was echoed by a matched savings recipient. Yvonne disagreed with the high 
incentive provided at the end of the program because she thought that this would encourage people 
to manipulate the program, defeating government’s purpose of incorporating savings habits among 
people.  
 
If you are saving is five hundred, the matched amount should be, maybe half, because you are 
trying to teach people to save, and not to depend on, on hand-outs from the government…it 
is a good habit [savings] to have, just that, like, like I said before the, the funds to match, you 
know, needs to be a bit lower so that it creates the habit instead of the greed, you know what 
I mean, because there would be people who takes advantage of this kind of things, they will 
be, but you know, so, but, because they’re, they are trying to teach the habits of saving, so 
that they, they no longer dependent on Centrelink.      
    (Yvonne, matched savings)  
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Yvonne had benefited from the program because she was already a prior saver and took advantage of 
the system. Worker 10 agreed that people who participated in this model were already screened as 
having the ability to save. Therefore, to this worker, the model was not actually adding to the financial 
capability of people, suggesting that the programs were helping those who were already able to help 
themselves.  
 
So maybe those people who have the capacity to do that savings are maybe in itself, it, it filters 
people who have got a capacity to save anyway and therefore it, it may not be having any 
benefit. I suppose if you talk about improvement that if, I suppose what you also want to see 
is that if they have the current capacity to save, then why would you want to look for 
improvement because they already have that capacity. 
(Worker 10, Matched savings)  
 
However, Worker 9 disagreed with these views. From this worker’s experience, a financial capability 
change in the form of a savings behaviour was apparent in most of the recipients who completed the 
program. Furthermore, Worker 9 argued that saying that there was no change in recipients’ savings 
behaviour was doing an injustice to the workers themselves.  
 
Probably 80%, 90% of the people that got through and got their matched savings, I definitely 
saw a change in their savings behaviours, in their budgeting, in their everything…because we 
do a big interview with them at the start, we get to know them again in the workshops and 
then you know you have quite a bit of contact with them, you know, you, you do see a change 
in their behaviour. 
(Worker 9, matched savings)  
 
To summarise, the benefits recipients mentioned as resulting from the savings process were increased 
confidence and consolidation of a previous savings habit, whereas some workers mentioned 
establishment of a savings behaviour as a result of the savings process in the matched saving program. 
Recipients reported that having a savings goal contributed to reduced financial stress, led to more 
focused savings, and for one recipient, a changed life-path. Workers likened nomination of a savings 
goal to a financial skill which is thought to improve recipients’ financial capability. There was a 
suggestion from a worker that savings values should be promoted as well as a savings goal. The 
reasoning is that having a saving value leads to a behavioural change whereas a savings goal has an 
end point. In other words, if the recipients’ savings goal is to save enough to obtain the matched fund, 
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then they are likely to stop saving after their funds are matched. However, some workers and most 
recipients also argued that a long-term savings habit could also be a result of recipients’ prior savings 
habits and not the result of the matched savings programs. The next section will explore 
microfinance’s contributions to recipients’ ability to achieve financial functionings.  
 
6.3 Microfinance and the ability to achieve financial functionings  
The previous sections had explored the contributions of the two microfinance models in people’s 
financial capabilities by examining the processes used in the programs. This section will now examine 
the two models’ contributions to people’s financial capability by exploring how they contribute to 
recipients’ capability to achieve financial functionings. The ability to achieve a functioning is a 
capability (Sen, 1993). This capability is seen, for example, when recipients have the ability to buy a 
more energy-efficient household appliance or a computer for study or having that extra matched fund 
upon completion of the matched savings program.  
 
The “spend-first” model’s contributions towards recipients’ ability to achieve financial functionings 
is examined in this section, where functionings are “being or doing what people value and have reason 
to value” (Sen, 1999, p. 22). The financial functionings in this study are items that recipients value, 
or have reasons to value, such as replacing an old washing machine, or an ambition to financially 
better themselves, or improving the wellbeing of family members. As their incomes are so low and 
the demands on their incomes are so high, NILS recipients rarely had a budget surplus after deducting 
necessary expenses. They normally do not have the ability to be able to achieve other financial 
functionings, apart from making ends meet. For example, Gina is a mature aged retrenched worker. 
With neither she nor her husband in paid employment, she did not have the ability to achieve her 
financial functionings of replacing her washing machine without the opportunity offered by the 
“spend-first” model.  
 
My washing machine died, and we didn’t have the spare funds to purchase a washing machine 
and that is a fairly important item in the household, I was able to get the no interest loan to 
get my washing machine and the payments for that were taken out of the Centrepay, because 
with neither my husband or myself in paid employment at the time, we couldn’t, we didn’t 
have the savings to be able to do washing machine. 
(Gina, NILS)  
 
All the NILS recipients were very appreciative of NILS’s help in helping them achieve their 
functionings and the small repayment did not put a heavy strain on their budget. Thus, the contribution 
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of NILS towards recipients’ ability to achieve financial functionings is instrumental, as Worker 3 
said, “otherwise they would never ever be an item for them”. With such a low income ($905 per 
fortnight), the ability for recipients to achieve these functionings, without heavy financial 
commitment, is a capability. Almost all the NILS recipients could not save enough to buy a big item, 
for example, a refrigerator, but all of them are able to repay the NILS loan used to buy the item. The 
issue perhaps is that they could save the amount slowly, but they needed the item quickly.  
 
For the NILS recipients who were repeat borrowers, such uses suggest that recipients use NILS loans 
the same way as they would access their savings. As discussed in Section 6.1, because NILS loans 
features are interest-free, and there is no restriction on the number of loans one can obtain, they have 
encouraged a model of savings in reverse and as interest-free credit. The freedom to use the NILS 
loans as such is a capability for recipients. For example, Worker 6 would encourage recipients to use 
a NILS loan where possible. This worker warned that if they did have savings, using them to buy 
items instead of utilising the NILS loan, meant that recipients may be short of an emergency fund for 
other expenses which NILS loans may not cover, or may find it hard to make ends meet for the rest 
of the weeks.  
 
It is really hard for them to be able to save and have that surplus in their account, so if you 
have spent six, seven or eight hundred dollars on the fridge, it is really difficult to be able to 
just sort of find that, and I mean it might wipe out your savings and you might be struggling 
for the rest of the weeks, so be able to, to be able to get them a no interest free loan where you 
are looking at maybe anywhere between $30 to $45 a fortnight. 
(Worker 6, NILS)  
 
Recipients’ financial functionings can be achieved with other means, such as using fringe loans, but 
NILS loans are the most affordable because they are fee-free and interest-free. Using costlier and 
riskier credit may lead to a freedom or capability for recipients to achieve financial functionings in 
the short term, the way a NILS loan does, but this potentially leads to more unfreedoms and inhibits 
further capability development, as recipients are plunged into deeper financial trouble because of the 
high charges associated with this credit. For example, Worker 7 commented:  
 
I see that a lot in the program that I am in with people say, for example, they need a new 
fridge, they don’t have money for a new fridge, so they will either go to the payday lender to 
get a high-interest loan or a rent-to-buy scheme or something like that where they can get the 
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product but they are not sort of thinking so much about the impact of the repayments on their 
life down the track. 
(Worker 7, matched savings) 
 
On one hand, fringe loans provided the freedoms, but on the other hand, they created unfreedoms 
when recipients’ future incomes were very much reduced when they had to pay high interest, further 
constraining recipients’ capability to achieve other functionings. Hence, NILS loans provided 
recipients with the freedom to exit the vicious cycle of dependence on fringe lenders.  
 
If they are able to get, secure a, a no interest loan, it gives them, you already sort of step out 
and break the cycle. 
(Worker 2, Matched savings)  
 
One worker was sceptical of using NILS loans to justify an urgent need, or what recipients considered 
to be important, for example, recipients who need a household item and considered it an urgent need. 
To Worker 10, in some cases, people might have over-estimated the urgency of an issue.  
 
Depending on what the consequence is not responding it…it is probably good for people to 
maybe have a period of time to reflect and go over the issues and often things may get resolved 
just by their own resources than having to use the resources of the microfinance I think. 
(Worker 10, NILS)  
 
What Worker 10 said was refuted by Worker 3 who said that the capability to own an essential item 
saves recipients’ time and money and lessened their stress. For example, with less time spent on 
necessary household chores such as hand-washing clothes, recipients could then have the time 
looking for jobs to improve their financial wellbeing. Or, by having necessary household items, such 
as a refrigerator or more energy-cost appliances, recipients could then save on ongoing utility costs. 
Therefore, Worker 3 thought that the importance of being able to access a NILS loan for recipients 
to achieve urgent financial functionings could not be underrated.  
 
If someone hasn’t got a washing machine, and they were, quite regularly, we will have people 
washing in a bucket, we will have people that are spending a small fortune on ice to keep their 
food in an esky, so obviously it would eliminate their immediate needs by being able to have 
a washing machine or a fridge. 
(Worker 3, NILS)  
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Not everyone’s financial functionings was focused on improving their own financial wellbeing. For 
example, although Fred was “struggling financially”, his financial functioning was to help his 
daughter get a driver license, thus compromising his own wellbeing because he could have used the 
loan to get his family a more energy-efficient household item that reduced his energy bills.  
 
I was struggling financially, it’s why I, I decided to, to go for NILS…I have a, my daughter 
who is going to uni[veristy] and they say to, to help her to drive, so I took the loan is just for 
my daughter. 
(Fred, NILS)  
 
Mary, a single parent with dependents, had used payday loans during her marriage breakdown and 
she did not want to use them again because of the high charges involved. With a NILS loan, Mary 
bought a computer for her own study in the hope of getting a job. Mary also repaired her car so that 
she could send her children to school on time. This, in turn, improved her children’s wellbeing. NILS 
has given Mary an opportunity to achieve her financial functionings of improving her own and her 
dependents’ wellbeing. 
 
The above examples demonstrate that with the use of a NILS loan, recipients are able to achieve their 
financial functionings without heavy commitment or adjustment to their budget which may cause 
them more financial stress. The freedom for recipients to use NILS loans either as interest-free credit 
or savings in reverse is a contribution of the “spend-first” model towards recipients’ ability to achieve 
a financial functioning. Using a NILS loan is thought to be a good way for recipients to achieve their 
financial functionings for three reasons. Firstly, due to various unfreedoms, recipients often have 
difficulty saving for a bigger item such as a refrigerator. Secondly, even if recipients do have some 
savings, and use their savings to buy goods that are supported by NILS, they may not be able to meet 
emergencies not supported by NILS. Thirdly, the longer repayment period of NILS is also important 
because recipients then can make smaller fortnightly repayments over a longer period of time. On the 
other hands, other forms of “credit” can attract higher fortnightly repayments. Centrelink Advances, 
for example, are usually ‘repaid’ over six months – which often means (especially for pensioners who 
have access to larger advances) that the fortnightly repayment costs are higher than for NILS. 
 
Unlike the NILS approach where recipients have access to interest-free credit almost immediately, 
the matched savings programs require that recipients save for a certain period before getting the 
matched funds. Almost all the recipients participated in the matched savings programs because of the 
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incentive at the end of the programs. As functionings are what people value, to the matched savings 
recipients, their financial functionings appear to be the incentive in the form of matched fund of up 
to $500 for their use. For example, Zora thought it was to her advantage to participate in the matched 
savings program, not because she had any particular financial functioning she wanted to achieve 
during the time of her participation, but because $500 was potentially available.  
 
So I looked into this, now that it has been approved for, because I have done my NILS loans, 
and when they brought this to me, I thought why not? 
(Zora, matched savings)  
 
Like Zora, Suzy also agreed that said she just wanted to “make use” of the program when her income 
from work was less after she gave birth to her second child due to her working fewer hours.  
 
I supposed just want to make use of all the different programs that were out there. 
(Suzy, matched savings)  
 
Thus, it also appeared that matched savings recipients like Zora and Suzy were able to make the best 
use of available resources in the community. This group of recipients were also more able to seek 
help and saw that it was to their advantages to participate in the savings programs while eligible. In 
addition, this group of recipients was recruited due to their ability to save, as discussed in Section 
5.1.3. Worker 5 had commented on the need to offer financial access to this group of recipients before. 
The same worker said that this group of recipients are the people who are more financially capable.  
 
I think they are already motivated…they’ve got to the stage where they’ve got a little bit of 
surplus income and they, as savings, you know, so they are not the real badass, living from 
day to day, from hand to mouth, they are the people who are actually more resilient. 
(Worker 5, NILS)  
 
Unlike the “spend-first” model where recipients’ financial functionings can be achieved with the help 
of a NILS loan almost immediately, the “save-first” model requires that recipients need to be able to 
save, in addition to being able to delay their financial functionings until after the matched fund is 
obtained, for example, Worker 7 noted that:  
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As far as Saver Plus is concerned, there was a waiting time for ten months before you can 
access the funds for that, so not in the place of Saver Plus, it is like I called a delayed 
gratification, they have to wait. 
(Worker 7, matched savings)  
 
What Worker 7 mentioned above could be interpreted that if recipients were willing “to wait”, the 
“delayed gratification” was a total of $1000 ($500 in matched fund and $500 in own savings) to spend 
on things they value without worrying about repayment. However, Worker 2 said that people often 
do not want to delay their financial functionings until after the savings period, thus they will choose 
not to participate in the matched savings programs. This means people will not only miss out on the 
matched fund but also on other financial information that may be useful for them.  
 
They just want access the money right there and then, not waiting ten months. I think those of 
people who could actually benefit more from microfinance programs such as NILS, however, 
because of the, they wanting the funds now, I haven’t had that opportunity through education 
to explain to them the options that are available. 
(Worker 2, matched savings)  
 
Unlike Worker 2 who seemed to put the blame on people to not wanting to participate in the matched 
savings programs due to them having a spend now mentality, Worker 3 observed that:  
 
When we publicise it to them, yes, it is getting the start. In some cases, it doesn’t, because 
they can’t have both, they can’t afford to have both, they need something else, say they bought 
a fridge, they finished paying it off, the washing machine may have stopped working, so they 
will come in to buy the washing machine, but they really haven’t got enough to be able to do 
both… no, no means. 
(Worker 3, NILS)  
 
What Worker 3 highlighted was recipients’ inability to save due to their low incomes and to the 
various demands on their incomes. The most marked difference between the two groups of recipients 
in these two models was their ability to save. The matched savings recipients had a higher income 
and were more likely to have a budget surplus that could be put towards savings, thus they were able 
to participate in the matched savings programs. However, the NILS recipients did not have a budget 
surplus that enabled them to participate in the matched savings program, even if they had wanted to. 
Thus, despite recommending NILS recipients for participation in the matched savings program of 
 133 
 
AddsUP, Worker 3 found that sometimes people simply did not have the capability to save, even if 
they had the intention to save. In addition, with the various demands competing for people’s low 
incomes, having savings for emergencies may be the last thing on the minds of people on low 
incomes. Furthermore, putting aside money for savings adds to recipients’ external unfreedoms in the 
form of a reduced current income, in exchange for the matched fund, or for a “delayed gratification”, 
as Worker 7 above explained. Unfortunately, the ability to save and to delay financial functionings is 
generally not associated with people on low incomes, such as NILS recipients. For example, Worker 
4 commented: 
 
With the Saver Plus, so with the AddsUP program, it is a savings program and it would mean 
that, that money doesn’t come across until 6 or 12 months later, so that wouldn’t help the issue 
I guess, you have to wait for the car to be fixed for 6 to 12 months, that wouldn’t help. 
(Worker 4, Matched savings)  
 
The findings point to the “save-first” model supporting those who could save to achieve their 
functionings by adding a little incentive (matched fund) for people to delay their financial 
functionings. At the end of the program, when people used the matched amount to achieve a 
functioning, and at the same time still maintaining their savings, is a financial capability. 
 
6.4 Summary 
To conclude, the two models contribute to recipients’ financial capability differently. Even though 
recipients did not specifically mention an improvement in their financial capability, microfinance 
provided some freedoms towards people’s capability to achieve financial capability through the 
process of loan repayments arrangements, using NILS loans as “savings in reverse”; as interest-free 
facilities. Recipients making loan repayment arrangements indicated that they were taking 
responsibility for their own financial actions and workers mentioned that doing so is a financial 
capability and a first step towards financial inclusion. Using NILS loans as “savings in reverse” and 
interest-free credits put more savings in people’s pockets. There was also a concern that continual use 
of NILS potentially created reliance and discouraged savings.  
 
While the “spend-first” model encourages people to borrow to achieve financial functionings, the 
“save-first” model encourages using savings to achieve financial functionings. Thus, the “save-first” 
model, as in the matched savings programs of AddsUP and Saver Plus, considers that having some 
savings is the most important step towards financial security. It operates on the assumption that people 
can and will save with suitable arrangements and incentives in place. The workers claimed the savings 
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process builds a long-term savings behaviour among recipients. However, as the majority of the 
matched savings recipients were also prior savers, it is also possible that a long-term savings habit is 
the result of their prior savings habit and not the result of the matched savings programs.  
 
The two matched savings programs are structured differently with the Saver Plus program being more 
rigid due to the requirement to nominate  a savings goal, the requirement to use matched funds for 
educational expenses, and attendance at compulsory financial education workshops. Workers also 
thought savings goal was an important financial capability as it required recipients to plan ahead. All 
the workers praised the usefulness of workshops in contributing to recipients’ financial capability 
although some workers mentioned the need to better tailor the workshops to recipients’ needs to 
achieve better outcomes. Recipients generally viewed these workshops positively, but their 
usefulness in building financial capability varied. Judging from the positive feedback from recipients 
and workers on the benefits of education workshops, these collective processes are beneficial in 
developing people’s capability. These education workshops should be expanded and seen as an 
adjunct to those services currently offered by microfinance. The next chapter will explore the broader 
contributions of microfinance and discuss the theme of financial inclusion.   
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CHAPTER 7: MICROFINANCE’S BROADER CONTRIBUTIONS  
This chapter is the final data chapter for the thesis, representing the findings and an analysis that 
speaks to microfinance’s contributions and limitations on people’s financial inclusion as perceived 
by workers, the perceived roles of financial education in relation to people’s financial capability, and 
the broader contributions of microfinance in people’s lives. It is written in three parts. The first part 
of the analysis will answer research question 2c: “From the perspectives of workers, what is 
microfinance’s contribution to, and how does it limit, financial inclusion?” The second section will 
answer research question 3: “What is the perceived role of financial education in developing people’s 
financial capability?” The last section will answer research question 4: “What are the broader 
contributions of microfinance to people’s lives?” 
 
7.1 Microfinance and financial inclusion: Workers’ perspectives 
This section examines, from the workers’ perspective, how the two microfinance models helped to 
promote financial inclusion. It differs from the two previous chapters where financial inclusion was 
examined in light of the financial access provided by the two microfinance models (Chapter 5) and 
the degree of financial capability they promoted (Chapter 6). Microfinance’s primary aim in Australia 
is to promote financial inclusion for people on low incomes (Burkett & Sheehan, 2009). As discussed 
in Section 2.5.1, one of the indicators for financial inclusion is having access to mainstream credit, in 
the form of a credit card. The justification of this indicator is that having a credit card allows the 
holder to qualify for other mainstream credit (Connolly, 2014). People on low incomes generally lack 
access to a credit card. A microfinance program, such as NILS, promotes financial inclusion by 
providing people with a credit facility that was unavailable to them through the mainstream banks.  
 
Basically, that is why they are there, they address that excluded market, so there is a market 
failure, the banks aren’t lending to those people. 
(Worker 5, NILS)  
 
Worker 6 also recognised that banks do not give out loans to unemployed people, who have been 
identified as a high-risk group for defaults. Without NILS, these people would have to consider fringe 
loans for credit. This would increase income disparity whereby people on low incomes have to spend 
more to repay a loan than people who are wealthier. Thus, NILS fills a void in the financial market 
between the unattainable mainstream credit and the costlier fringe loans for people on low incomes.  
 
You know, if you don’t have a job, it is almost impossible to get a loan from the bank, so that 
is, you know, a big barrier for people on low incomes, like disability support pension where 
 136 
 
they can’t work and they can’t get access to mainstream finance…like you know, the banks 
and what not…a lot of them they don’t consider Centrelink benefits as income…it gives 
people a, a real alternative to the high-interest loans that you get from payday lenders. 
(Worker 6, NILS) 
 
Worker 1 extended their suggestions by noting that NILS loans could serve as transitional loans for 
people to then engage with the mainstream bank.  
 
It gives people an opportunity to learn to repay debt, so, to repay a loan, in a more manageable 
environment. So, obviously when someone borrows an amount of money through 
microfinance, if it is one of the interest-free deals, there is an amount of money, it is calculated 
for you as to what needs to be repaid…that evidence can be used to help them go on and apply 
for a loan through mainstream banking products. 
(Worker 1, matched savings)  
 
While Worker 11 agreed that the availability of a line of credit promoted financial inclusion, they 
also raised the concern that NILS only helped people who were already included, for example, people 
who already had stable housing, and thus failed to bring about financial inclusion to people who 
needed help most — those with unstable housing. The worker thought that those eligible for NILS 
have a pathway into the system, but because of the eligibility requirements, others are denied this 
pathway. While NILS is acknowledged as having a role in creating inclusion, the model is flawed in 
failing to assist many who remain excluded. 
 
For Worker 5, the lack of income rather than financial capability is the real issue in relation to 
financial inclusion.  
 
I think it just fills in, it helps them smooth their day to day budgeting if they do it well, in a, 
you know, unfortunately I think, it is addressing the syndromes rather than the root cause, the 
root cause is people often don’t have enough money to, to live in our society and they get 
shocks, you know, when bills come or things break, you know, and they need to replace an 
item and so they need lumps of money sometimes and they don’t have those lumps, so that’s 
where microfinance can step in to smooth that out. 
(Worker 5, NILS) 
Considering the economic model in Australia, Worker 5 was engaging in a broader, systemic analysis. 
Worker 5 argued that the “spend-first” program of the NILS approach was in effect the product of an 
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economic model where people were encouraged to spend. The idea that domestic consumption and 
growth could be stimulated by spending was driven by the consumerist model of today’s economic 
system. Hence, Worker 5 was sceptical of recipients’ capability skills to properly utilise the “spend-
first” microfinance model as in the NILS approach. 
 
So really microfinance is stepping in, it is also the reason I think that it is being supported by 
the government and the partner, is that, we know with financial exclusion, that is like 17% of 
the population which is, you know, 3 million people, if those people weren’t consuming, then 
we wouldn’t have, you know, we would be in recession, we wouldn’t have growth, so it is 
important to keep everybody consuming……but that’s pushed by the banking system and the 
neo-liberal capitalist system because they want people to consume, so there is expectation, 
everybody, everybody can afford one loan or can afford to pay one back…we just buy it, we 
use credit…that one has got a trap if you don’t have financial education or literacy, and we 
don’t do it very well. 
(Worker 5, NILS)  
 
Worker 10 provided a more complex analysis. This worker thought that there must be more 
collaborative efforts at the policy level for the microfinance programs to function optimally to bring 
about financial inclusion. The worker saw the role of the NILS as limited to the provision of small 
amounts of credit for people while they transitioned into more stability in life, for example, having a 
higher income upon employment, but was unconvinced that it would make people more “upwardly 
mobile”.  
 
In itself, I don’t think microfinance is going to make someone upwardly mobile…it needs to 
fit into a broader social policy, it is not, it is not a magic bullet in itself, it has to be part of 
something bigger and until it is something bigger, I think it is not, not realistic to think that 
just in itself, a loan will make someone, somebody get employment or something like that, 
but I think you know, if it makes someone more stable and save more to create more stability 
in life, then they are much more readily, they are much more able to take advantage of 
opportunities, to be more upwardly mobile. 
(Worker 10, NILS)  
 
Despite its help in providing loans to smooth out living for people on low incomes, workers’ opinions 
were that NILS contribution to financial inclusion was limited to providing a line of credit. Even 
though the provision of affordable loans was perceived to be the scheme’s most important role, the 
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loans themselves would not bring about financial inclusion. Furthermore, there was a concern that 
truly excluded people would not be able to benefit from this model.  
 
Whereas workers with NILS mostly emphasised reducing financial exclusion through the provision 
of alternative and affordable credit, workers with the matched savings programs mainly identified 
their contribution to financial inclusion as engagement with the banks. The workers pointed to the 
opening of a savings account for the matched saving programs as an important first step towards 
financial inclusion. This process enabled people on low incomes to have a savings account 
specifically for savings, not just an account to receive government payments and ordinary 
withdrawals. According to Worker 9, this opening of a savings account, particularly when done 
through the workers who had a good working relationship with the bank, was important. By working 
towards this amicable relationship between savers and banks, this worker implied that the two 
obstacles to financial inclusion, recipients’ perception of the banks and banks’ emphasis on wealthier 
groups, could be overcome.  
 
The microfinance program is giving them a positive relationship with a bank and maybe you 
know, I quite often will introduce them to my favourite person at each branch who was 
supportive of the Saver Plus…actually having a person in the bank that they can go to and 
help them pick the right accounts so that they are not paying accounts fee and can get them 
into, you know, a habit and help them open up maybe some other accounts so that they can 
put money away to save. 
(Worker 9, matched savings)  
 
It was seen as important for a microfinance worker to facilitate this rapport between the banks and 
people.  
 
Having access to a mainstream banker who is useful, having the opportunity to, to meet with 
the personal banker on a different level, because the relationship was, was sort of, there is a 
third person involved, like the Saver Plus worker, so I think that breaks down some barriers. 
(Worker 8, matched savings)  
 
These workers’ views were further supported by Worker 2 who agreed that building meaningful 
relationships among banks and people on low incomes was crucial for financial inclusion, particularly 
when people already had good relationships with fringe lenders. This accorded with the views of 
Marston and Shevellar (2014).  
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Because I think what happens is, especially in regards to finance, being financially excluded 
from lending. So, if a person has a previous bad relationship with a bank and what they will 
find is, in regards to personal day lenders, the cash converters and those kinds of things, they 
actually have pretty good relationship with, with the participants, because I think they have, 
even though they are bad, I think they have more understanding of the people who had been 
financially excluded than what do the mainstream banks, so I think providing people with the 
education helps them, you know, break down those barriers. 
(Worker 2, matched savings)  
 
Therefore, according to the workers, the matched savings programs did to some degree address 
financial exclusion, by relationship-building and having financial education classes to bring about 
awareness of where to seek help, as noted by Worker 7.  
 
It does give people the opportunity one, to access that financial literacy education and two, to 
receive some financial benefits, so I suppose you could call that financial inclusion with the 
$500 in matched savings with Saver Plus, so it is only on, it is on probably a smaller level, 
but it still does to a degree help to address financial exclusion…so they do need to access the 
mainstream financial institution to open a bank account for the Saver Plus program. 
(Worker 7, matched savings)  
 
Worker 2 added that building awareness was an important area in financial inclusion. This awareness 
was done through financial education classes.  
 
Purely for having the awareness that ok, there are these organisations like Benevolent Society, 
the YFS out there that exist where they, you know, you do have access to their programs. And 
by getting that education, it gives you the knowledge, and that can help you overcome the 
financial exclusion. 
(Worker 2, matched savings) 
 
Hence, workers thought that both microfinance models’ contributions were valuable for promoting 
financial inclusion. For NILS, workers thought that its contribution was mainly as a line of credit for 
people to smooth out their lives, which they saw as the key to financial inclusion. For the matched 
savings programs, relationship-building with the banks and the awareness of where to seek help were 
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both important for financial inclusion. However, the longer-term benefits were more difficult to 
discern. The next section will explore the role of financial education and financial capability.  
 
7.2 The role of financial education and financial capability 
Almost all the recipients believed that they were good money managers, but they did not always 
manage by having savings or saving for a hypothetical future. However, assumptions that people on 
low incomes are poor money managers are apparent among the majority of the workers who are at 
the frontline of microfinance. Generally, workers had the idea that people on low incomes do not 
know how to manage their finance well, and this was manifested in their spending mentality. For 
example, Worker 9 who agreed with Banerjee and Mullainathan (2010) that people on low incomes 
are impulsive spenders.  
  
People on low incomes they tend to just, you know, they don’t do, they don’t help themselves, 
so I think they have the “ah, poor me, I am going to treat myself” attitude and that is what I 
found…I struggled to change as a worker is they all “I need to be treated, I need to be 
rewarded” and they did that with, by spending money… 
(Worker 9, matched savings)  
 
To support Worker 9, Worker 5 gave an example of how he thought the Centrelink Advance Payment 
was misused due to people’s spending mentality.  
 
It would be great to actually see what people use it for, because it is like money goes into their 
account and they use it, ah let’s all go down the coast for the weekend and have a party, or 
let’s go and buy the new iPhone…just seems to me to be crazy, because it is really a loan from 
the Centrelink to the person, and then they pay it back. 
(Worker 5, NILS) 
 
Winnie was the only recipient who viewed recipients’ skills negatively. She supported the views of 
Worker 5, saying that people did not exercise prudence in applying for a Centrelink Advance 
Payment.  
Because if you have to pay back too much too soon, it didn’t happen for me, but I can see why 
it can happen for people when they don’t have the money from fortnight to fortnight, so they 
have to go to the cash converter, and then they are paying interest, and then they are getting 
into a negative spiral and sometimes they can actually be tricked by Centrelink advance, they 
know it is no interest in itself, because the amount that they have to pay back each fortnight 
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is so big, sometimes it can make their budget not work and then they go somewhere else for 
money, which is not a good thing. 
(Winnie, NILS and matched savings) 
 
Worker 11 also thought that people on a low income could lower their expectations.  
 
They can go down to the local St.Vinnies or whatever and they can get, you know, a bed, it 
may not be as nice, but they can get a bed for $50, they don’t need a brand new $500 bed, so 
I think people to lower their standard of living a little bit and be happy with second-hand 
items… 
      (Worker 9, matched savings)  
 
There was only one worker who empathised with people on low incomes who are spending money 
on a new item instead of a second-hand item. Worker 3 saw that by spending money on brand new 
items lift people’s self-esteem.  
 
There is nothing to help, they feel bad when they get up in the morning, and still feel bad 
when they go to bed at night, but in getting something brand new, they open it up, whether be 
a TV turned on, fridge, or washing machine in use, it, it lifts their spirits. 
(Worker 3, NILS)  
 
Worker 1 attributed the lack of financial education to people signing exploitive financial contracts. 
 
They don’t really understand what they’re signing, they just know that someone is prepared 
to give them the money. 
(Worker 1, matched savings)  
 
Workers presented conflicting views on recipients’ self-perceived money management skills as has 
been discussed in Section 4.2.2. As discussed in Section 6.1.2 and Section 6.2.3, both the “spend-first 
“and the “save-first” model have some components of financial education in the programs, with the 
exception of the AddsUP program which assumes recipients already had the financial knowledge 
when they completed a microfinance loan. Financial education is “the process of building knowledge, 
skills, and attitudes to become financially literate. It introduces people to good money management 
practices with respect to earning, spending, saving, borrowing, and investing” (Cohen & Nelson, 
2011, p. 6). Financial education has been identified as a contributing factor to financial inclusion 
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(Financial Literacy and Education, 2013b). Financial education is thought to provide knowledge for 
people in helping them access and uses appropriate financial products.  
 
The opinions of recipients and workers in relation to the role of financial education to enhance 
people’s money management skills were varied. As discussed in Section 4.1, most of the NILS 
recipients had very low incomes, and faced various constraints in increasing their incomes, and had 
various demands upon their incomes. Therefore it was not surprising to hear from these recipients 
that it was not the lack of financial knowledge but the lack of adequate income that mattered most to 
them. For example, Fred thought that he did not need more financial knowledge because he was 
already well-informed. It was only when he had emergency situations that he ran into trouble with 
his finances.  
 
I am not, I am not so, or stupid I can say, I know how to, to manage my finances, but of course, 
you can’t manage the unmanageable…I normally like this, this non-interest loan…otherwise 
to be honest with you…I don’t want information…like credit cards…I try to avoid them. 
(Fred, NILS)  
 
Fred’s view was not supported by the majority of workers. Workers appeared to see that many of 
financial worries, for example, not being able to manage emergencies, was an indication of their lack 
of financial knowledge, rather than a consequence of their low incomes. Thus, Worker 1 believed that 
the reason people were unable to manage the “unmanageable” was due to a lack of understanding of 
the importance of savings for emergencies.  
 
The first step to financial security is, is learning and empowering you to actually reach goals 
is actually learning how to save…as little as you have left…it is the most important skill that 
we can impart [to] anyone who is actually learning, put something away, for unexpected 
emergencies or unexpected anything. 
(Worker 1, matched savings)  
 
When asked about the importance of financial education in relation to managing money, a recipient, 
Bella thought that most importantly she needed a job so that she could get more money, not more 
financial education, or an attitude change, as suggested by most of the workers. For Bella, the reason 
she could not save was that she had no surplus to save, due to various constraints and demands as 
well as the difficulty in increasing her income. She said she “can’t do anything”, thus also implying 
a situation beyond her control or what Fred termed as an “unmanageable” situation.  
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We can’t do anything, for example, if we can get like a job, maybe we can…what kind of 
source we can have I don’t know…I think I don’t need [financial education], because if we 
don’t have money, if we want to save money, without money, well, we don’t have, I 
understood but maybe first we have to get money. 
(Bella, NILS)  
 
Worker 3’s perspectives differed from Bella reasoning that if recipients had the ability to repay a 
loan, and they were aware of the importance of savings, then upon loan completion they would also 
be able to save that same amount into a bank account. The worker was suggesting that recipients’ 
lack of agency was the result of a lack of financial education.  
 
Because they have got used to that, they know that they can do that, but it has never been a 
concept of them savings, Okay, I’ve paid off $20 fortnight thing with Centrelink, I’ve finished 
paying that, now if I put $20 fortnightly into a bank account, I can have some money, it’s 
never occurred to them to do that…the education would enable them to understand more 
where they are at, and try to get them out of that bottom cycle…that cycle can’t be gotten out 
of without money…it is all a process. 
(Worker 3, NILS)  
 
Worker 4’s perspectives were similar to Worker 3’s and continued that financial education will better 
prepare people to respond to financial emergencies, but people have to be ready for change.  
Education gives the chance to rethink your future and plan for the future, and I think that is a 
really big part of financial education is that you can respond to emergencies, you start planning 
for things that you may want to make happen, and you would be able to do a budget again and 
sit down and, and change priority if your need to, to respond to unforeseen circumstances or 
bills, so that has to be learned…I think the education part helps them to respond immediately 
in times of needs…to think differently, that the attitude has to change about money, otherwise, 
nothing really change. 
(Worker 4, matched savings)  
Worker 10 provided a more rounded argument on how he thought financial education should be 
provided, for example, in an Indigenous communities where money is viewed as a shared asset among 
related households (Godinho, 2014).  
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So it is not just about education, it is about how to respond when those things happen and 
having the skills and resources to deal with it when those things happen…if you are living in 
say, an Aboriginal community and three of your relatives died in a week, and you have to 
attend three funerals, well, that will have a huge impact on your weekly expenses.  
(Worker 10, NILS)  
 
As life events or crises shape financial contexts, Worker 10 believed that for the best outcome, 
financial education should be personalised to people’s situations. 
 
People have an event that can sometimes upset how they normally manage their money and 
when that happens, there can be a dominos effect…so it is okay to provide people with a 
formal education around how they should manage their money…and so it is not so much 
knowing a theory about managing money, it is about how to manage your money in relation 
to particular events that happen to you in your life and how you can deal with it. 
(Worker 10, NILS)  
 
Much had been said about the importance of having financial education by the workers. What stands 
out in the above discussion was the incongruity between the opinions of workers and recipients 
around financial education and money management skills. The majority of the workers suggested that 
people on low incomes needed more financial education in relation to managing money, particularly 
in relation to accumulating savings for emergencies. On the other hand, none of the recipients 
mentioned that they needed more financial education in relation to managing money. Possible 
explanations for this difference of views are that either  the recipients were too confident in their 
money management, or that the workers had too little understanding of the difficulty of making ends 
meet for people on low incomes or too little respect for the budgeting skills required to live on very 
low incomes. These conflicting perceptions on the importance of financial education in relation to 
managing money are summarised in Table 7.1.  
  Table 7.1: Workers’ and recipients’ perceptions of the role of financial education 
 Perceptions on the role of financial education  
 
Recipients Not needed because 
- already well-informed 
 
Not useful 
- as the problem is a lack of money, not lack of financial education 
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Workers Much needed because recipients: 
- were ignorant or not realising the importance of savings or having 
buffers for emergencies 
- have a spending mentality 
- buy things unnecessarily  
- tend to go into debt 
 
Need to emphasise  
- self- help 
- personalised and situational financial education for life events 
 
 
To summarise, these results pointed to an important finding that in addition to the difference between 
workers’ and recipients’ perceptions of people’s money management skills, there was also a 
difference in thinking about the role of financial education in relation to people’s financial capability. 
In other words, recipients and workers named the problems differently, made different assumptions 
and therefore posed largely different solutions to those problems. When workers think that they know 
what is best for the people they serve and this differs from the views of those using the program, there 
is a danger of workers practicing oppressively. An anti-oppressive practice is a dynamic process 
taking into consideration the changing complex patterns of social relations (Burke & Harrison, 2002) 
Only when workers are informed of  the principles of anti-oppressive principles can they then provide 
a service to match “the complex issues of power, oppression and powerlessness that determine the 
lives of the people who are recipients” of a service (Burke & Harrison, 2002, p. 133).   
 
7.3 Microfinance’s broader contributions 
This section will consider the broader context of the social and personal contributions of microfinance 
programs in people’s lives. Chapter 5 and 6 detailed the contributions microfinance had made to 
recipients’ lives in terms of financial access and financial capability. During the interviews, recipients 
spoke of other contributions microfinance made beyond these variables. In the “spend-first” model, 
even though both the migrant and non-migrant recipients used NILS loans for the purchase of 
essential household items, migrants, especially those from refugee backgrounds, saw the contribution 
of NILS in a different light to those who were the non-migrants. Not only were migrants new to 
Australia, they were also being exposed to the various products offered by the financial system in a 
developed country for the first time. Almost all of them were helped by community organisations 
specialising in resettlement services, such as Multilink Community Services and ACCESS 
Community Services. For example, in addition to helping the migrant communities to integrate into 
Australian society, Multilink Community Services provides NILS loans and facilitates loan 
repayments for new migrants. The majority of these new migrants mentioned the contribution of 
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NILS as going beyond economic benefits, for example, helping them with the practical aspects of 
settling in a new country. Emma recalled:  
 
I suggested that few people and they got his money when they arrive and they using…I think 
that no interest loan would be the best option for a person to start a new life [in Australia]. 
(Emma, NILS)  
 
In addition to easing the settling-in process, gaining a loan from NILS also helped the integration of 
new migrants. For example, with a NILS loan, Cathy was able to study for her course and join the 
workforce, and this enabled her smoother integration into Australia.  
 
I went to Centrelink and the Centrelink said, we can’t pay that for you, because it is private 
and he said to me, you have another organisation and they can help you…and she [the NILS 
worker] said, I am going to help you…you can just take a loan and you can just give us every 
fortnight around $25 dollar. 
      (Cathy, NILS)  
 
Cathy also indicated that she would help others because of the unconditional help she obtained from 
the community organisation.  
 
I know sometimes it is hard to find people to help you…like I got the experience from them 
just to help all people from my heart…and they keep just saying to keep all these lessons for 
me, and maybe I can just give everyone to help them. I can’t say no to everyone, I can’t help 
you. Because they helped me, they give me a lot; I need to give to everyone. 
(Cathy, NILS)  
 
Cathy’s reflections support Marino’s (2005) comments that microfinance encourages the integration 
of refugees as well as empowering people by regaining trust and confidence in each other. It was 
possible that Cathy might be biased towards the organisation that helped her when she needed help 
most, but it did encourage an important human dimension, the value of being able to trust and be 
confident in the help offered and to desire to reciprocate it. In the process of repaying a NILS loan, 
people learned and reciprocated trust in the community. Worker 3 mentioned this was an important 
aspect of integration into a new country, particularly for recipients who – due to their life experiences 
– were suspicious of any form of unconditional help.  
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I don’t think they comprehend, they see Australia, they see, how would you call, business 
achieving what it does by taking from people, and not always honest by taking from people. 
I doubt they can comprehend there is something out there that gives them something fairly 
and without a catch…why do they give money out for, for nothing, alright, but it is the Federal 
government and the National Bank behind, other cultures probably can’t comprehend it, it’ll 
come. 
(Worker 3, NILS)  
 
Success in applying for a NILS loan was also an opportunity for refugees to learn about the help 
available to them from the various community organisations should they need it. In addition to 
learning trust, emphasising that repayments to the loan would help other community members 
encouraged a sense of responsibility among borrowers. This was mentioned by recipients from both 
migrant and non-migrant backgrounds. A recent migrant, Fred, said he understood that a NILS loan 
is a type of communal fund and he mentioned his repayments to the NILS loan gave him a sense of 
responsibility.  
 
I have in mind that I owe some money to someone, so I have to make sure I keep that money 
so that can I pay back to NILS and give chance to others because if you don’t pay, you miss 
the chances for others to get the same loan. 
(Fred, NILS)  
 
For migrants and non-migrants using the “spend-first” mode, there is a strong emphasis on loan 
repayments as this mode uses a limited circular fund where the repayments from one borrower are 
lent out to another. The fact that NILS is a circular fund and that repayments benefit others also 
created a sense of shared responsibility. For example, Jason, from an Indigenous background, 
mentioned his commitment to repayments as benefiting others. 
[Repayments]…so other people can benefit, because like I said earlier, I been told they only 
get so much of funding. 
(Jason, NILS)  
 
This sense of responsibility was so strong that it led to protectionism by two recipients. For example, 
Patricia was careful to whom she recommended the NILS loans, to ensure NILS’s continuity as well 
as upholding her community’s reputation.  
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She is saying that she doesn’t want to tell someone who is dodgy, and someone who is going 
to wreck your reputation, and, and our community’s reputation as well. She is looking for 
loyal people who can, who actually need the money and who are worthy, like, trustworthy 
and will actually commit to paying it and will pay it back. 
      (Patricia, relayed by her daughter) 
 
A further possible personal contribution of NILS was increasing self-esteem when recipients had the 
ability to purchase a new item. The literature suggests that in addition to enhancing financial 
management skills, the NILS loan is able to boost recipients’ self-esteem and sense of achievement 
(The Salvation Army, 2016), so it would be expected that more workers and recipients would mention 
this as a contribution of microfinance. Surprisingly, only one worker explicitly mentioned that a NILS 
loan was used to buy items that enhanced a person’s self-esteem.  
 
To be able to buy an item lifts their self-esteem, enables them to get something that they won’t 
able to get previously, so that thousand dollar fridge was just a dream it can never be... 
(Worker 3, NILS)  
 
None of the other workers identified these personal and social benefits. Another contribution of the 
“spend-first” model was the potential financial advancement for recipients from both the migrants 
and non-migrant backgrounds. For example, with a NILS loan that partly paid for her art course, 
Gina, a non-migrant, could look beyond Centrelink payments to selling more paintings.  
 
Because I want to sell the paintings, I, I was able to access and paid part of my art course to 
assist me…there is only whatever I can get through Centrelink, and through selling my 
paintings…unless I advertise my art better and get to sell more. 
(Gina, NILS)  
The potential to use a NILS loan to financially progress oneself was also seen with Quinn, a migrant, 
who was employed in a factory and wanted to have his own restaurant eventually. Quinn bought a 
car from an auction, repaired it, and hoped to sell it at a profit.  
… sometimes go to auction, is another car, sometimes fix it, and sell it… I save my money 
from work, for my future, you understand, that’s right, because you know why, because you 
can’t save the no interest money, he must spend it, that’s right, and now he wants to save that 
money, and spend this money, like he save his work money, and he spend the no interest 
money. 
(Quinn, NILS, relayed by his partner) 
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What stands out was that, from the viewpoint of recipients, there were significant personal and social 
contributions associated with the “spend-first” model for both migrants and non-migrants, but not 
from the perspective of most workers. Migrant recipients mentioned the model’s contributions to their 
external freedoms, such as the easing their settling-in process, integration, learning responsibility and 
trust. For non-migrants and migrants alike, the emphasis on loan repayments constituting a communal 
circular fund built a sense of responsibility or belonging towards the model. They attested to the 
availability of NILS loans as a resource that was able to help them when they needed or otherwise 
put them in a position where they have more control over uncertainties in life, for example, when 
they needed to address emergency needs such as replacing an essential household item which was 
broken. The sense of belonging and responsibility towards NILS led to a sense of protectionism 
among some recipients. These recipients were careful as to who they recommend the NILS loan to  
due to their fear that any loan default would reduce available NILS funds.  
 
The contribution of the “save-first” model differs greatly to that of the “spend-first” model. None of 
the recipients talked about the social and personal contributions as mentioned by the “spend-first” 
recipients and, in the case of the “save-first” model, did not have a sense of responsibility or belonging 
(perhaps to a bank).  The only responsibility mentioned by one “save-first” recipient, was a 
responsibility towards herself. Victoria explained:  
 
It’s the accountability, you, you going to someone…they’re not going to get angry if you let 
them down, it’s not about them but because you’ve been with someone you take that on 
board…she’s bother to teach me, so I better do my part, that is partly why it works I think…  
 
if someone believed in me enough to back up my money with their money then there must be 
something really important about saving. 
(Victoria, matched savings)  
 
The “save-first” model’s other contribution to external freedoms in recipient’s lives seemed more 
apparent when financial education classes were attached to the program. Of the two programs – Saver 
Plus and AddsUP – only Saver Plus has compulsory financial education classes. These classes were 
regarded highly by workers and recipients alike. All the workers believed that these classes were 
important as recipients could share knowledge about available resources such as NILS loans, and this 
built the internal capability of where to seek help when necessary. 
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…sharing all of the information about other programs that are in the community… 
      (Worker 1, Saver Plus) 
 
Suzy, one of the recipients, made comments that were similar to those of Worker 1 about the value 
of sharing ideas during the classes, despite seeing herself already proficient in financial matters. Suzy 
said these classes or workshops were important avenues for her to network with other recipients. 
Rather than expanding her financial knowledge, Suzy used the classes to seek and share financial 
resources and to find out what sort of help was available to her in the community.  
 
With this Saver Plus, I actually quite enjoyed meeting the other people at the workshops, like 
the way the workshops was run…everybody talked to everyone, and it was really quite 
friendly, and, and quite constructive as well, it was really good to hear what other people have 
to say, the resources and ideas from people…I think talking to other people and learning about 
the resources and their experiences of trying different services and that, that was useful…to 
kind of know, what else is out there, and people’s experience is on different things as well…it 
was the sharing of ideas I think that I enjoyed. 
(Suzy, matched savings)  
 
In the same vein, Worker 4’s comments were similar to Suzy’s and said that social capital was built 
when people saw a connection with each other during the classes. These classes helped bring about a 
sense of community among recipients. This sense of community was fostered with the opportunity 
for people to gather to share their lived experience of being on low incomes. Doing so broke down 
social barriers regarding financial matters that were often undiscussed. 
They have to attend ten hours of basic financial literacy skills workshops, and they are face-
to-face, and the benefits of that is the participants not only benefit from the content of the 
workshops, but also from the questions and the information that is shared during the 
workshops by other participants, and because they are all in similar circumstances, they can 
help each other and it is sort of like group counselling in a way, seeing that there are other 
people in the same circumstances. 
(Worker 4, matched savings)  
 
The above examples illustrate that both groups of recipients reported a range of benefits from 
participating in the microfinance programs. For the NILS program, recipients reported a sense of 
belonging and responsibility towards the program; contribution to settling-in process; facilitating the 
integration process; and encouraging the building of trust. For the matched savings recipients, the 
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most important contribution was in the form of financial education workshops which provided an 
opportunity for recipients to interact. These workshops were collective self-help process where people 
see each other in similar situations. The benefit of collective self-help process has been demonstrated 
in savings and loans circles where people pool their resources together collectively to mutually benefit 
their members (Lathouras, 2012). This interaction fostered a sense of community, enhanced social 
networks, and enabled sharing of ideas and information regarding available financial resources.  
 
7.4 Summary  
This chapter has detailed workers’ opinions on the contributions of microfinance on financial 
inclusion, microfinance’s contributions in the broader context and the link between financial 
education and people’s financial capability. Generally, the majority of workers thought the most 
important feature of “spend-first” program towards financial inclusion is the line of interest-free credit 
for people on low incomes who are otherwise excluded from mainstream credit facilities The matched 
savings workers mentioned relationship-building with the banks as a very important part contributing 
to people’s financial inclusion. All the workers who mentioned the model’s pertinent role in building 
a relationship with a mainstream bank were Saver Plus workers who could recruit recipients for the 
program. This was different from the AddsUP program where NILS workers would suggest people 
for the program but recruitment was at the bank’s discretion. Furthermore, the Saver Plus recipients 
have some income from work and thus are more valuable to the bank compared to AddsUP recipients. 
With an income from work, Saver Plus recipients are potential candidates for home loans, credit 
cards, and other financial products, compared to the majority of the AddsUP recipients who are often 
people without employment. Therefore, it was not surprising for the Saver Plus workers to mention 
relationship-building as an important first step towards financial inclusion. The process of recipients 
opening a savings account to deposit their money, and not just an account to receive Centrelink 
payment, is a first step in achieving financial inclusion. Knowing where to seek help and the sharing 
of financial information during the financial education workshops was also thought to be an important 
contributor to financial inclusion. However, the usefulness of the matched savings programs in 
building long-term relationships with the bank that was offering the matched funds was doubtful 
because, in more than half of the matched savings recipients, the account they opened for the matched 
savings programs was closed after they obtained their matched saving, as discussed in Section 6.2.4.  
 
There was discordance between recipients’ and workers’ opinions on people’s money management 
skills and the perceived role of financial education in relation to people’s financial capability. 
Socially, people on low incomes are hindered by assumptions about their spending and savings habits 
– even by the people employed to assist them. The majority of recipients thought that their main 
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problem was insufficient income resulting from various constraints and not the lack of financial 
education. In contrast, all but one worker thought that people on low incomes should be more 
responsible towards their own money. With this assumption, the workers appeared to suggest that the 
problems of people on low incomes were self-inflicted due to poor money management skills, having 
a spending mentality, not realising the importance of savings, expecting a high standard of living, and 
the tendency to go into debt. These assumptions led the majority of workers to suggest that financial 
education is vital for people to better their money management skills, and that this would lead to 
better financial capability.  
 
Both types of microfinance models influence people beyond mere finances. The interaction of 
motivation (to repay or to save), the response to the immediacy of their needs for funds, and the 
opportunity to meet with other recipients (during the financial education classes), led recipients to 
mention different contributions. Specific to migrants from the refugee background, the “spend-first” 
model contributed to their settling-in process, facilitated their integration into Australian community, 
and encouraged the building of trust in society. For both migrants and non-migrants, the model 
fostered a sense of belonging and responsibility. Recipients made more extensive claims about these 
broader contributions of the “spend-first” model than the workers, but this was reversed in the “save-
first” model. The “save-first” recipients did not mention contributions of those sorts. Saver Plus’s 
education classes bring together recipients from various backgrounds and provide an opportunity for 
people from similar financial situations to interact. This opportunity to interact was valued highly by 
the recipients who mentioned having an enhanced social network and helped build a sense of 
community with the sharing of financial knowledge and information. More could be done by 
microfinance to help the people they serve. Recipients had valued financial workshops for the 
opportunity they provided for them to interact and the social capital they built. Thus, NILS workers 
could consider having some financial workshops in addition to the current financial conversations 
during the loan interview process. Doing so could provide an opportunity for people to develop 
supportive networks beyond those of a worker to the members’ mutual benefits. The final chapter 
will conclude the study’s findings, discuss policy implications, the study’s contribution to knowledge, 
and provide suggestions for future research.  
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CHAPTER 8: DISCUSSION AND CONCLUSION 
This study has explored the experiences of people on low incomes who have participated in a 
microfinance program in Australia to examine the contributions and limitations of these programs to 
people’s financial inclusion in terms of financial access and financial capability. This final chapter 
concludes the study with a discussion of key findings, strengths and limitations, policy implications, 
as well as the study’s contribution to research and practice. Recommendations for further studies in 
the microfinance and financial inclusion area will also be discussed. 
 
8.1 Discussion of key findings 
The findings in Chapter 4, 5, 6 and 7 have focused on exploring opportunities and barriers people 
faced in their lives, the contributions and limitations of the two microfinance models on people’s 
capability to achieve financial access and financial capability, the perceived role of financial 
education in developing people’s financial capability and the broader contributions of microfinance 
in people’s lives. This chapter synthesises and links these findings to the theoretical framework of the 
Capability Approach, and in particular, Sen’s concepts of functionings, capabilities, freedom and 
agency. The original framework of Figure 2.2 in Section 2.6.2 depicts people’s capability to achieve 
an outcome such as financial inclusion as being linked to the opportunities and barriers in their lives 
that are in turn influenced by their individual abilities, external environment and people’s goals and 
values. It does not provide links to what might have been influencing people’s goals and values, their 
individual abilities and external environment. Based on the study’s findings, the original conceptual 
framework was amended and is depicted in Figure 8.1.  
 
The amended framework expands and contextualises potential enhancers or inhibitors of the 
opportunities and barriers identified from people’s goals and values, their individual abilities and their 
external environment. It also integrates these opportunities and barriers faced by people in their lives 
with an external freedom in the form of a microfinance program, key concepts in the Capability 
Approach, and people’s capability to achieve financial inclusion from the recipients’ and workers’ 
perspectives. As recipients and workers named the opportunities and barriers people faced differently, 
for clarity, the discussion that follows will be based on these respective viewpoints. Different colours 
are used in Figure 8.1 to facilitate the discussion. The opportunities and barriers in people’s lives 
from the perspective of recipients are depicted in the pink column comprising people’s goals and 
values (in green), individual abilities (in blue) and people’s external environment (in yellow). On the 
other hand, the workers’ perceptions of people’s opportunities and barriers in their lives are grouped 
under the orange column.  
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Figure 8.1: Linking opportunities and barriers in people’s lives, microfinance, key concepts of the 
Capability Approach and financial inclusion from recipients’ and workers’ views 
OPPORTUNITIES AND 
BARRIERS 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Workers’ perceptions of people’s  
 Internal capabilities – people 
lack financial capability  
 Goals and values - people have a 
spending mentality, wasteful 
expenditure, and intergenerational 
welfare-dependency  
 Agency - People not wanting to 
improve their financial situation 
 External unfreedoms - low 
incomes, job insecurity, high cost 
of living, stagnant wages 
 
CAPABILITY TO ACHIEVE  
Financial inclusion (Financial access and  
Financial capability)  
 
 
 
NILS recipients 
 Opportunity - interest-free credits of up to 
$1200 
 process- using the loans as savings in 
reverse 
 social benefits – trust, sense of responsibility 
and belonging 
 
Matched savings recipients  
 opportunity - one-off matched fund of up to 
$500  
 process- financial education workshops to 
share financial information and consolidate 
financial knowledge 
 social benefits (Saver Plus) – builds sense of 
community, enhances social network, 
provides opportunity to interact and 
contributes to self-learning  
 
 
Workers’ perception of people’s capacity to 
achieve financial inclusion 
 microfinance is an alternative to payday 
lending   
 establishes a savings habit to improve 
people’s financial capability 
 financial education needed to improve 
people’s abilities to manage money better 
 builds relationship with banks 
 
 
KEY CONCEPTS OF CAPABILITY APPROACH 
FUNCTIONINGS (being or doing what people value, 
or have reason to value)  
 AGENCY (the degree to which people steer outcomes 
in their lives/believe they could financially progress eg, 
creating employment opportunities)  
 
CAPABILITIES (a collection of functionings a 
person can achieve/opportunities, choices and people’s 
ability to achieve and enjoy functionings) 
 
Recipients’ perceptions 
GOALS AND VALUES  
Recipients  
 family 
responsibilities/obligations 
 life experiences  
 
INDIVIDUAL ABILITIES  
 internal capabilities  
 priorities, perceived money 
management skills and coping 
strategies 
 
EXTERNAL ENVIRONMENT  
External unfreedoms 
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8.1.1 Recipients’ views on their capability to achieve financial inclusion within the context of 
opportunities and barriers they encountered  
This study recruited a large number of CALD recipients (16 out of 26 recipients or 62%). The high 
number of CALD recipients is not reported in other similar studies. According to Australian Bureau 
of Statistics (2016), in 2011, around one-quarter (25%) of the Australian population was born 
overseas, and around one-fifth (18%) spoke a language other than English at home, so this distribution 
is not typical of the Australian population. The detailed recruitment for NILS recipients and the 
matched savings recipients was highlighted in Section 3.3. The demographics of the NILS recipients 
and the matched savings recipients were shown in Table 3.1 and Table 3.2 respectively. There were 
four distinct groups of microfinance recipients, the CALD and the non-CALD recipients, as well as 
the NILS and the matched savings recipients. Of the study’s 26 recipients, 17 were NILS recipients 
with 11 CALD recipients in this group who had a refugee background. The high number of CALD 
recipients attracted to the study was possibly due to the researcher’s CALD background and the help 
from a community organisation specialising in resettlement services for refugees that extensively 
promoted the research within its networks. The other NILS recipients and the matched savings 
recipients were recruited through other community organisations that offer NILS loans. Regardless 
of their backgrounds and ages, all the recipients encountered various opportunities and barriers in 
their lives in relation to managing their everyday living. CALD NILS recipients who came to 
Australia as refugees named a wide range of the opportunities and barriers they encountered when 
managing their lives. Some of the opportunities and barriers they encountered were distinct from 
those faced by people born in Australia, for example, being from a different culture from Australia 
and having English as their second or later language.  However, this group of recipients did not 
mention they experience more barriers (such as racism, educational and employment) compared to 
people who are born in Australia. 
 
Figure 8.1 suggests the opportunities and barriers in people’s lives are linked to people’s individual 
abilities, goals and values, and their external environment. Godinho (2014) has reported on the link 
between people’s goals and aspiration and their functionings; on individual abilities and the external 
environment to people’s capabilities; as well as the individual and collective obligations to act to 
people’s agency. In my study, people’s goals and values are linked to the two key concepts of the 
Capability Approach – functionings and agency. Whether or not recipients had dependents (or a 
family responsibility or obligation) influenced their goals and values. Recipients with dependents 
wanted to increase their household income because of their goal to provide for their dependents’ 
wellbeing. For this group of recipients, their family responsibility or obligation dictated their 
functionings (being or doing what they value, or have reason to value).  
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A total of 14 out of the 17 recipients with dependents had paid employment apart from Centrelink 
benefits. The goals of NILS recipients who were older and without dependents related to improving 
their own wellbeing. Recipients’ goals and values are also linked to their life experiences. There were 
a total of 16 recipients who were from a migrant background (11 were refugees). According to Al-
Husban and Adams (2016), often migrants are some of the most capable people. For migrants of 
refugee background, this enhanced capability may be due to surviving their difficult life experiences, 
resulting in them being more resilient. Often migrants came from countries with limited welfare 
services and they tend not to depend on the government to provide work. This emphasis on self-
reliance and self-provision is reflected in these migrants’ values. Migrants from refugee backgrounds 
generally had a low level of education and little English skills. However, they had overcome these 
barriers by creating employment niches, for example, the men working in jobs that do not require 
English skills, and the women running family day cares centres for families with the same language 
backgrounds. Recipients’ agency was seen in how they believed they could steer outcomes in their 
lives and chart their own destiny (in being able to financially progress in a new country), and they did 
this by either seeking employment or creating employment opportunities. According to “Refugees 
got funding” (2017), a new microfinance initiative named Thrive, funded by Westpac Bank, is being 
kick-started to provide small loans to migrants who have no credit history in Australia. This type of 
small microfinance loan will potentially draw upon migrants’ agency in terms of their beliefs that 
they can financially progress to enable them to make a greater economic contribution to their new 
country. 
 
People’s individual abilities are shaped by their internal capabilities (Godinho, 2014). These internal 
capabilities are learned abilities that recipients acquired through their training and the level of 
education they received. The NILS and matched savings recipients had different internal capabilities 
in terms of the level of education they had received. Generally, recipients from a refugee background 
(CALD NILS recipients) had a lower level of education than people who were born in Australia. In 
contrast, almost all matched savings recipients had a tertiary education (8 out of 9 recipients). There 
were five CALD matched savings recipients and none of these came to Australia as a refugee. 
Because of their skilled migrant backgrounds, high education qualifications, and English fluency, this 
group of CALD recipients shared more similarities with recipients born in Australia than their CALD 
NILS counterparts.  
 
According to a study conducted by the International Labour Organisation (ILO), having a tertiary 
education creates better job opportunities for young people in developing countries (Sparreboom & 
Staneva, 2014). This is also true in developed countries like Australia because people who have post-
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school education are generally more likely to be employed, and more likely to have a higher income 
than those who do not have a post-school qualification (Australian Government, 2016a). The level of 
education is linked to income which is associated with the level of financial exclusion (Connolly, 
2014). Thus the importance of education in shaping people’s individual abilities cannot be 
underestimated. As Sen (2004) explains, education helps to convert people’s income into functionings 
for people to choose between lives they can lead. As capabilities are a collection of functionings 
(Alkire et al., 2008), when people have the opportunity and ability to achieve and enjoy a functioning 
(Sen, 1993), it also means that people have more capabilities.  
 
In addition to the level of education received, recipients’ individual abilities are also linked to their 
priorities, perceived money management skills and coping strategies. All the recipients prioritised a 
stable home as one of their most basic needs. Even though housing cost was named as the largest 
expense, all the recipients had the ability to pay a mortgage or their rent. Generally, all the recipients 
perceived that they had good financial capability and managed their finance well. The NILS recipients 
thought they managed their finance well when they could make ends meet, for example, having the 
ability to sustain living until the next payment and to repay loans. There was very little capacity to 
save for this group of recipients. In contrast to the NILS recipients, the matched savings recipients, 
with larger incomes considered that they were good money managers when they could save. 
 
Two common coping strategies used by recipients to manage their living better were using Centrepay 
and the bill-smoothing strategy. Centrepay is a financial service intended to help Centrelink 
customers to budget and pay for their rent and utilities. According to Buduls (2013), Centrepay helps 
people to become more in charge of and on top of their financial affairs and helped them to have more 
organised and less stressful lives. However, using Centrepay as a coping strategy to manage their 
finance is not without risk. At times Centrelink customers may be financially worse-off especially 
when people associated deductions by Centrepay as being endorsed by Centrelink, or the government 
(Buduls, 2013), for example, deductions made via Centrepay for payday loans and rental contracts 
can mislead people to believing that such lenders are endorsed by the government, and thus be less 
wary of exploitive practices. 
 
With a bill-smoothing strategy, recipients make small regular payments to the providers before they 
received their bill. These smaller amounts can be facilitated through Centrepay. Recipients regarded 
these payments as saving towards their bill. However, instead of saving the amount in their savings 
account, recipients preferred to “save” it with the providers. As with Centrepay, the bill-smoothing 
strategy was an opportunity for recipients to avoid financial shocks when they did not have to source 
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money for a large bill. A possible reason for the bill-smoothing approach was that people thought that 
saving the amount themselves was riskier because it enabled them to access that amount meant for 
bills for other purposes.  
 
 As shown in Figure 8.1, in addition to people’s goals and values, their individual abilities, the 
opportunities and barriers encountered to achieve financial inclusion are also linked to the unfreedoms 
people faced in their external environment. As discussed in Section 2.6.1, the lack of capability is not 
necessarily an individual’s shortcoming, it could be a result of unfreedoms in the society (Sen, 1999, 
p. xii). Therefore, people’s capability to achieve financial inclusion is not reflective of the individuals 
but should be understood in relation to the opportunities and barriers that exist within their 
environment. The most obvious unfreedom people encountered in their external environment was an 
insufficient income. Aside from individual circumstances, insufficient income may be the result of 
inequalities (such as access to work and income, education, housing, health and services) in the 
Australian society (Australian Council of Social Service, 2011). There were more variations in 
incomes among the NILS recipients than the matched savings. Generally, all the matched savings 
recipients had higher incomes than that of the NILS recipients. 
 
The other unfreedom recipients faced in their external environment was demands on their income. 
The majority of NILS recipients had limited freedom in using their money because the bulk of their 
incomes went to necessary expenses. On the other hand, the matched savings recipients had more 
freedom in using their money and could make more choices. With limited freedom, therefore, among 
the NILS recipients, even though there was an incentive for them to save after they finished repaying 
a NILS loan in the AddsUP program, they were unlikely to be able to make use of the opportunity. 
They were not able to repay a loan and save at the same time because very often, by the time one loan 
was repaid, recipients had need for another loan. This indicated a lack of freedom for people to use 
their money to save, even though it could bring more opportunities for them, for example, money 
being doubled ($500 + $500) after the saving period.  
 
The CALD NILS recipients had a significant obligation in terms of a social contract to their family 
members overseas. This type of social contract, in the form of overseas remittance, supports Jimenez-
Soto and Brown’s (2012) study that migrants used their remittances from their host country, often a 
developed country, to fulfill their extended family and kinship obligations for family members in the 
source countries (often the developing countries). This social contract was a barrier for the four 
CALD NILS recipients in managing their finances consistently because they had to remit money to 
overseas family members. These remittances can occur as smaller regular remittances or in larger 
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amounts whenever there was an unexpected demand in times of need from overseas family members. 
One matched savings recipient (Tom), while not having to remit money overseas, had to visit his 
family overseas as frequently as possible. These visits could be seen as unfreedoms as they were 
obligatory rather than optional. Thus even though the CALD recipients had a higher income (averages 
of $1304 per fortnight) than that of their non-CALD counterpart (averages of $1244 per fortnight), 
they did not necessarily have more disposable income or similar freedoms to use their money due to 
their obligations in terms of a social contract.  
 
The next unfreedom recipients faced in their external environment was the difficulty of increasing 
their income. Recipients generally wanted to improve their financial situation by seeking employment 
or creating self-employment but were faced with several obstacles. There were an age and disability 
barriers for some recipients while seeking paid employment. The main obstacle for people to be self-
employed was the lack of initial funds to start their business. The NILS recipients faced more 
difficulty in increasing their incomes than the matched savings recipients. The only matched savings 
recipient who was not in employment faced a challenge in seeking employment due to her having a 
lower education level (she was the only matched savings recipient who did not have  higher than a 
diploma qualification) and also due to having to care for a dependent who had a disability.  
 
The challenges faced while seeking employment for the CALD and the non-CALD recipients were 
different. The majority of CALD recipients (13 out of 16) were in the age group of 35-54 years of 
age. There were four out of 10 non-CALD recipients over the age of 55 but none of the CALD 
recipients who were in this age range. There were no CALD recipients who had a disability but there 
were three non-CALD recipients who were receiving a DSP. Being in the younger age group and not 
having a disability implied that this group of recipients did not face the same barriers to seeking 
employment as encountered by the non-CALD groups.  
 
In contrast to the non-CALD recipients, the CALD NILS recipients also faced unfreedom in the form 
a lack of Australian qualifications and English skills. These CALD NILS recipients were from a 
refugee background and did not have an Australian qualification or English skills when they first 
arrived in Australia. There is a negative Australian belief that refugees pose a threat to Australia’s 
material wellbeing, Australian values, culture and national security (McHugh-Dillon, 2015). 
However, these barriers did not deter the CALD NILS recipients from having paid employment. 
 
Generally, NILS recipients seemed to be confined in their ability to increase their income, linked to 
their inability to find work or be self-employed. These structural factors (high unemployment rate 
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and under-employment) limit people’s ability to financially progress. There were more woman NILS 
recipients than men, supporting the finding of Good Shepherd Microfinance (2013b) that NILS 
recipients were more likely to be female (74%). The female CALD NILS recipients created for 
themselves an employment niche by recognising the need for a service, such as running a family day-
care centre. There were three female CALD NILS recipients and a recipient whose partner worked in 
this industry. These women manoeuvred around the various constraints, such as language barriers, 
education barriers and cultural barriers (working outside home was not a norm for some women), to 
develop a business instead of seeking employment. The men had overcome this barrier by looking 
for factory work that did not require them to have an English skill. To support a smooth transition of 
refugees into Australian society, Australia offers some refugee support initiatives that are designed 
to support refugees such as English classes and learning materials, fee-free training and refugee 
support programs (Training services NSW, 2017). All these factors – and being younger, not having 
a disability, and agency in creating a niche, was possibly the reason the majority of CALD NILS 
recipients had paid employment (12 out of 16 recipients) compared to only three out of 10 non-CALD 
recipients. 
 
Not all recipients had the ambition of owning their own home and thus did not consider the difficulty 
of owning a home an unfreedom. Given the impact of an increasingly expensive rental market, and 
the likelihood of them being able to enter the housing market because of, for example, the effects of 
negative gearing28 forcing house prices up, it would seem as if housing affordability29 and housing 
stress will continue to impact on the NILS participants. This can be a case of adaptive preference, 
where people deliberately downgrade their desire for things they could not achieve, or to form a desire 
to adapt to what is available or attainable  (Elster, 2016; Teschl & Comim, 2005). In Sen’s words, 
people internalise “the harshness of their circumstances so that they do not desire what they can never 
expect to achieve” (Internet Encyclopedia of Philosophy, 2018). For example, instead of desiring to 
own a home, the NILS recipients will adapt and not thinking of the inability to own one an unfreedom. 
 
An inability to find mainstream work prevented one recipient, Patricia, from moving forward 
financially because she was not able to secure a bank loan to buy her own home, despite her paying 
a high rent for several years and not defaulting on her payments. For Patricia, an inability to obtain a 
home loan was an unfreedom suggesting that for people on low incomes, home ownership is 
increasingly out of reach (Rowley & Ong, 2012; Yates & Milligan, 2007). In contrast, the ability to 
                                                     
28 This is the process of allowing housing investors to borrow to finance the purchase of assets such as rented houses or 
equities and deduct housing investment losses from their other gross taxable income (Fane & Richardson, 2005). 
Removal of negative gearing is thought to lower dwelling price (SQM Research, 2018). 
29This is the ability of first-home buyers to buy and finance a house for them to live in within their budget. 
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financially progress by owning such an asset was apparent in the matched savings group because 
among the eight who were employed, six recipients lived in their own homes and one was planning 
to buy a house in the very near future.  
 
The purple column in Figure 8.1 presented microfinance as an external freedom in people’s lives. 
People’s goals and values and individual abilities were not likely to be changed by having an external 
freedom in the form of a microfinance program. However, the availability of this freedom in people’s 
external environment did contribute to some extent to people’s capability to achieve financial 
inclusion. In the “spend-first” model, this freedom was presented as an interest-free loan of up to 
$1200 for eligible purchases or a one-off grant of $500 in matched funds. In the “spend-first” model, 
there is an opportunity for people to use the loans as a “savings in reverse” and as an interest-free 
credit facility. This explained why more than half of the NILS recipients (taking into account two 
NILS recipients who were contemplating new loans) were repeat borrowers. For these recipients, a 
NILS loan provided them with an added opportunity to smooth their living costs. The NILS loans 
also provides a freedom for people to save their own money for other goals, for example, a NILS 
recipients (Quinn), who said (as relayed by his partner), “he save his work money, and he spend the 
no interest money”. With the availability of these loans as a safe alternative to riskier credit, this 
model also potentially safeguarded recipients from more unfreedoms that further constrain their 
financial capability. In terms of its social contribution to people’s external environment, 
understanding the loans as a limited circular credit fostered a collective responsibility and the freedom 
to use the loans built recipients’ sense of belonging. The “save-first” model provided the freedom for 
recipients of an additional financial resource (matched fund of up to $500) that need not be repaid. 
The opportunity for recipients to interact during microfinance’s financial education classes provides 
a freedom for people to interact, thus fostering a sense of community, enhanced social networks, and 
enabling the sharing of ideas and information regarding financial resources available in the 
community among recipients. 
 
8.1.2 Workers’ views on people’s capability to achieve financial inclusion within the context of 
opportunities and barriers people encountered in their lives 
Five NILS workers and six Saver Plus workers were interviewed. There were no AddsUP workers 
because the NILS workers made recommendations to the NAB bank regarding potential AddsUP 
recipients (after a person has finished repaying a NILS loan), but were not directly involved in the 
recruitment, monitoring to the matching of funds for AddsUP, unlike the Saver Plus workers. Hence, 
in the discussion below, matched savings workers mean the Saver Plus workers.  
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The orange column in Figure 8.1 shows the relationship between what the workers perceive to be 
people’s internal capabilities, goals and values, agency and external freedom with people’s capability 
to achieve financial inclusion. Generally, workers thought that people on low incomes did not know 
how to manage their finance well, disagreeing with Lahiri-Dutt and Samanta (2012) that people on 
low income can have good financial skills. Only one worker (Worker 10) recognised people’s money 
management skills, noting that “most people on low incomes are quite good at managing their money, 
because they have very small amount of money, and really you have to be skilled to know how to 
handle that on a day-to-day basis”. What this worker said was that people on low incomes were skilled 
at making ends meet. However, making ends meet was not recognised as a good money management 
skill by other workers. Almost all the workers had the opinion that recipients did not manage their 
finances well, and were thus unimpressed with recipients’ ability to make ends meet. This is in 
contrast to the study that reported that making ends meet is a financial capability (Financial Service 
Authority, 2005; Kempson, 2009; Lusardi, 2011; Stumm et al., 2013).  
 
Almost all the workers commented that the inability of recipients to manage money well in the sense 
of accumulating assets (such as having savings) was due to a lack of financial education. Hence the 
majority of workers emphasised the importance of financial education to building people’s financial 
capability. On the other hand, almost all the recipients did not see that their abilities to manage money 
would be enhanced by having more financial education as they viewed their problem as having 
insufficient income and not a lack of financial education. The one worker who felt that people on low 
incomes had good financial skills also agreed there was a need for financial education to improve 
people’s financial capability, but presented a more naunced argument, arguing that the way financial 
education is delivered should be contextual and tailored to people’s individual situations.  
 
In addition to financial education, workers also noted that establishing a savings habit was important 
to building people’s individual financial abilities. A lack of financial education was generally blamed 
for the inability to save among recipients by the majority of workers. One NILS worker (Worker 3) 
commented that recipients “have never been educated in the process of saving, it is foreign to them”. 
The matched savings workers emphasised the ability to save. However, the ability to save is often 
associated with people having a higher disposable income. Therefore the worker (Worker 10) who 
argued earlier that people on low incomes have good financial skills commented that “people are on 
such low incomes that savings are just impractical”. According to the same worker, it was “a bit 
unrealistic to think someone can save but there are opportunities for people on higher income [to 
save]”.  
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In terms of external unfreedoms, as depicted in Figure 8.1, all the workers agreed that a low income 
is the major unfreedom in people’s external environment. One worker (Worker 5) also mentioned 
other unfreedoms such as the high cost of living, stagnant wages, and job instability. Workers pointed 
predominantly to the microfinance opportunity as a freedom in recipients’ external environment and 
the microfinance process as helping recipients build their individual abilities. Yet even though low 
income was constructed as an unfreedom in people’s external environment, the majority of workers 
also pointed to the inappropriate use of a limited income as a reason why recipients did not have 
savings. This implies that workers believed that it was a lack of individual responsibility, not the 
unfreedom of having low incomes, that led to poor money management. 
  
In terms of the opportunities provided by microfinance, the majority of workers mentioned that the 
availability of the line of interest-free credit for people on low incomes, who are otherwise excluded 
from mainstream credit facility, was the most noticeable feature of “spend-first” programs. The 
majority of workers viewed this form of credit as important in enabling people to steer clear of fringe 
lending and, as a worker (Worker 2) said, to “step out and break the cycle” of dependence on payday 
loans. Workers viewed this form of help as particularly valuable especially during times of insecurity 
and growing inequality – in the form of stagnant wage growth, a high unemployment rate, and 
increasingly unaffordable housing (Bowman, Banks, Fela, Russell, & Silva, 2017).  
 
In terms of the microfinance process, the NILS workers thought that the financial conversations 
during the loan application process helped recipients to identify spending leaks, hidden bank charges, 
and budget, thus helping them to manage their money better. In other words, the core argument for 
the workers was that recipients were not good money managers and that financial conversations (for 
example pointing out the exorbitant fees people pay for payday loans), could build individual abilities. 
Yet contrary to what the workers said, none of the recipients had a payday loan during the time of 
interview. Recipients did not report using NILS loans as an alternative to fringe lending, but as a very 
valuable financial product that provides an additional help to them to smooth their living costs.  
 
For the matched savings programs, workers generally mentioned that the opportunity provided by 
these programs was linked to people establishing a long-term savings habit and that this was a 
freedom in their external environment. The matched savings workers also thought that the matched 
savings process was critical to building people’s individual abilities in terms of the financial education 
offered and the establishment of a savings habit. Saver Plus workers also mentioned relationship-
building with the banks as an important step towards people’s financial inclusion. As all the Saver 
Plus recipients had paid employment, workers understandably mentioned relationship-building as 
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important because this group of people need a good relationship with the banks as they are potential 
candidates for home loans, credit cards, and other financial products all of which offer the prospect 
of financial inclusion. However, the majority of the matched savings recipients were prior savers and 
more than half closed their savings account upon the programs’ completion, implying that the 
majority of the matched savings recipients were already financially included because they had other 
bank accounts. A savings account was just a means for them to deposit their required savings in order 
for them to get the matched fund. 
 
Workers assumed that recipients’ goals and values are largely determined by recipients’ spending 
mentality, welfare-reliance and family backgrounds. The majority of workers commented that 
recipients had a spending mentality and tended to buy things unnecessarily, supporting the claim 
made by Banerjee and Mullainathan (2010, p. 43) that people have a tendency to spend money on 
goods that are not needed or on “wasted expenditures” when it could be better spent on, for example, 
goods that will bring future benefits, such as self-education to improve one’s employability. A 
matched savings worker (Worker 9) disagreed with one of her recipients because the recipient already 
“had $300 saved and she took it out to, so that her daughter could have a limo30 to go to her Year 12 
formal”. The worker suggested that the inability of the recipient to persevere in the savings program 
caused her to miss out on the matched fund, which would bring future benefits. In other words, the 
worker clearly did not respect that functionings differ among individuals. What was valued by the 
worker is not necessarily valued by the recipient. For example, the recipient might not see her 
daughter as needing a future educational expense (thus there being no need for a matched fund) as 
she was finishing school, but she valued her capacity to create a school formal experience that would 
bring lasting memories that extended into her daughter’s life.  
In addition to having a spending mentality, workers also commented on recipients’ welfare-
dependency mentality. Due to this welfare reliance, recipients did not have the intention to work. 
Furthermore, as recipients “get money they didn’t earn, they see surplus as an opportunity to spend 
and not to save”, as a NILS worker (Worker 11) commented. However, almost all the recipients 
wanted to work when there was an opportunity to do so, either in paid employment or being self-
employed. The majority of unemployed NILS recipients were unable to do so for various reasons, 
such as constraints in the form of age, disability, or social barriers. Only one out of the nine matched 
savings recipients was unemployed due to having to care for a child and that child had a disability.  
 
                                                     
30 A limousine hire car 
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Another NILS worker (Worker 3) blamed family background as an influence in not wanting to work 
because when a girl aged “sixteen, has a child, she then qualifies for benefit, at seventeen she has an 
extra one, come in five or six kids, they are on good money there”. According to the same worker, 
“the parents have never worked, and neither have the kids, and the kids now have their kids…they’ve 
got no intention of ever going to work”. This worker was supporting Perales et al. (2014) on 
intergenerational welfare-dependency. However, what the present research found is that recipients 
with dependents were more likely to be in paid employment due to their family responsibility 
(discussed in Section 4.1.2.1).  
 
To conclude, there is generally a mismatch between what the workers and the recipients thought about 
the opportunities and barriers people faced in becoming financially included. In short, the recipients 
generally associated their capability to achieve an outcome such as financial inclusion with the 
structural unfreedoms in their lives whereas the workers emphasised recipients’ individual 
responsibility to achieve an outcome. This focus of workers on individual responsibility (such as 
better money management skills) may divert attention from the bigger issues in people’s external 
environment, such as the structural barriers people faced in understanding financial inclusion. In the 
study, when workers did not value the money management skills of recipients they helped, this could 
be seen as an oppressive practice. The workers’ perceptions of a lower evaluation of the worth of 
recipients’ skills compared to that of theirs’ is also a form of oppression (Nzira & Williams, 2009). 
The impact of workers’ possible oppressive practice and the mismatch in recipients’ and workers’ 
perspectives on the opportunities and barriers in people’s lives means more careful thinking in 
microfinance and financial inclusion policy is needed for these programs to bring about optimal 
benefits for people they help.   
 
8.1.3 Contributions and limitations of microfinance on people’s financial inclusion 
The conceptual framework of Figure 8.1 depicts microfinance as an external freedom in people’s 
external environment that is linked to the opportunities and barriers people encountered in their lives 
in achieving financial inclusion. Microfinance’s contributions to and limitations on people’s 
capability to achieve financial inclusion is seen in how it enables the freedom for people to achieve 
financial access and financial capability. The two microfinance models contribute to people’s 
capability to achieve financial inclusion differently. This difference in contribution is due to the 
different opportunities, emphases, and delivery processes of the two models.  
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8.1.3.1 Financial access  
Recipients saw the most useful contribution of NILS to developing their capability was as an interest-
free credit. NILS loans provided an external freedom or opportunity to smooth their living expenses. 
More than half of the NILS recipients (two recipients in the process of contemplating new loans) 
were repeat borrowers as they continued to need this form of assistance. Good Shepherd Microfinance 
(2017c) has announced policy enhancements by increasing the NILS loan amount to up to $1500, and 
by making available concurrent loans for eligible purchases provided that recipients can afford the 
repayment amounts, and as long as the total loan amount does not exceed $1500. It will be interesting 
if this amended policy makes any difference in repeat borrowings among recipients. For the matched 
savings programs, the most important contribution to people’s capability to achieve financial access 
is in the form of a one-off matched fund of up to $500 upon completion of the savings period. Almost 
all these matched savings recipients were savers and the programs rewarded their behaviours.  
 
The main limitation of microfinance in people’s capability to achieve financial access is the use of 
eligibility criteria to recruit people for the programs. A NILS worker (Worker 5) commented that 
“limitations are usually around the people who own the money that is going to be lent out, they put 
conditions on it”. For both the microfinance models, low income is used as the major criterion for 
people to access microfinance’s help. According to Tseng (2011, p. 26), using low income as a 
benchmark disregards “influences on the ability to convert income into capability and to ignore other 
factors that play significant roles of promoting individuals’ wellbeing”. Some recipients of a higher 
income may not be able to convert their higher income into functionings. Therefore, it would be 
beneficial if microfinance could look beyond using low-income as a yardstick to determine if a 
recipient can convert this income into a capability. Microfinance should instead look at a person’s 
disposable income to determine a person’s eligibility for a loan or a savings program. 
 
NILS loans have a residency requirement. To qualify, a person must have lived at the same address 
for three months. Due to this requirement, those with unstable housing are excluded, for example, 
victims of domestic violence who may have to flee their residence will not be given the freedom to 
access a NILS loan when they are most desperate and in need of a loan to start their life anew. A 
NILS worker (Worker 11) also commented on the reduced loan amount available for people receiving 
Youth Allowance and Newstart Allowance, which is linked to the low level of these allowances. Due 
to the assumption that these people having a lower repayment capability, in the process of mitigating 
its default risk, microfinance discriminates against this groups of borrowers against people who have 
a higher income, for example, people who are on DSP or FTB.  
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The main limitation of the “save-first” model is the requirement that people have the ability to save 
and have paid employment (for Saver Plus). This requirement can be seen as an abandonment of the 
mission of the matched savings programs to serve the poor, and only target people who are not-so-
poor (Bisen et al., 2012; Mersland & Strom, 2010; Singh, 2013). A matched savings worker (Worker 
9) summed up microfinance limitations by saying that “I think the program in theory is, is fantastic 
but in reality, in the way it is administered I would like to see a lot of changes”. To conclude, with 
the existing eligibility criteria, microfinance is yet to become a development process whereby its 
financial access can be extended to all members of the society.  
 
8.1.3.2 Financial capability  
The two microfinance models contributed differently to people’s ability to achieve financial 
capability. The most valuable contribution of the “spend-first” model or NILS was the freedom it 
facilitated for people to achieve their functionings. The ability to achieve a functioning is a capability 
(Sen, 2007). People on low incomes often had difficulty realising their functionings due to the 
complex interplay of the various opportunities and barriers encountered in their lives (Section 8.1.1).  
 
NILS contributed to people’s financial capability by enabling recipients to achieve a financial 
functioning, such as replacing an older refrigerator with a more energy-efficient one. Many people 
on low incomes use fringe financial services, such as payday lenders, to obtain credit so they can 
make ends meet (Marston & Shevellar, 2014). According to Banks, Marston, Karger, and Russell 
(2012), lack of choice was the reason people frequented these places for loans. The same report found 
that almost half of the participants of the study took out another loan immediately once a previous 
loan was paid off (cycling), with 20% of people refinancing the balance of a partially paid-out loan 
to start a new loan (spiralling), and a further 25% borrowed multiple loans (paralleling). These 
borrowers were often trapped in the vicious cycle of continuously having to repay one or more payday 
loans. The “spend-first” microfinance model has thus provided a choice for people to obtain credit 
without having to turn to these costlier and sometimes exploitive credits to help them achieve their 
functionings. The Centre for Social Impact (2014) reported that 42% of the previous fringe borrowers 
either discontinued or reduced their dependence on fringe lending after a NILS loan. The NILS loans 
thus provided a choice for people to achieve a functioning without having to borrow from a payday 
lender. As none of the NILS recipients in this study accessed other forms of exploitive credits at the 
time of interview, the use of NILS loans to achieve a functioning could have diverted people from 
using costlier credits and potentially prevented the financial stress and debt-spiral associated with 
these credits. Unlike the payday loans that come with high interest, the interest-free feature of the 
NILS loans enabled recipients to repay the loan without an additional heavy budget commitment. 
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Using NILS loans, which are interest-free, to achieve a functioning, instead of other riskier credit, is 
a financial capability because it showed people’s capability to make comparisons between the 
different types of credits. 
 
In addition to the NILS loans being used as a safe and affordable form of credit for people to achieve 
their functionings, the majority of recipients also treated this loan as savings in reverse. This type of 
“borrowing-as-savings” is often the only way for people to pay for a large purchase. Firstly, people 
on low incomes may never be able to save enough in advance to buy things they want. Secondly, 
borrowing may also be a better option than saving for that item (Banerjee, 2013) because of the 
difficulty people on low incomes have in safeguarding savings from various demands. Hence, this 
study agreed with the NILS Network of Tasmania (2014) in finding the use of a NILS loan – either 
as interest-free credit for recipients to achieve a functioning, or using it as a savings in reverse – 
improved recipients’ financial capability by helping them manage their household budget better, 
reduce their cost of living pressures and helped them to become more confident in managing money. 
Furthermore, using NILS to purchase a more energy-efficient appliance allows people to enjoy a 
better living standard, and over time, with a more energy-efficient item, people are also able to save 
money due to the lower on-going running cost. The ability to save on ongoing costs, thus having more 
money in their pocket, can open up other opportunities for people to achieve other functionings they 
have reasons to value. 
 
Both the matched savings programs (AddsUP and Saver Plus) emphasised developing a savings habit 
this is thought to be the key to improving financial capability (Russell, Cattlin, et al., 2012; The Smith 
Family, 2016). This model generally does not consider the various unfreedoms in people’s external 
environment (discussed in Section 8.1.1) that hindered people’s ability to save. People are thought to 
be less likely to fall into hardship when they have savings to act as a buffer to overcoming 
emergencies (Russell et al., 2015). In addition to reinforcing a savings habit as a financial capability, 
the nomination of an education savings goal in the Saver Plus program facilitated people’s capacity 
to achieve financial capability in terms of having an ability to plan ahead, which has been identified 
as an indicator of financial capability (Corrie, 2012; Financial Service Authority, 2005; Kempson, 
2009; Lusardi, 2011; O'Donnell & Keeney, 2009; OECD International Network on Financial 
Education, 2011; Stumm et al., 2013). The nomination of an education goal means recipients are 
spending money on goods that will bring a future benefit (Banerjee & Mullainathan, 2010) because 
a better education will likely lead a person to better-paying jobs (Sparreboom & Staneva, 2014).  
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However, there are also limitations within these microfinance models. The main limitation of the 
“spend-first” model was that there are unfreedoms that are being created at the same time when 
freedoms are provided. Even though it is interest-free, a NILS loan is a loan that requires repayments. 
When people take up a loan, they enter into a financial contract. They are then obliged to pay it back 
in the future. Thus, Tseng (2011) cautions that at the same time a microcredit increases people’s 
freedom it also potentially decreases their freedom. Freedom relates to capability and opportunities 
(Nussbaum, 2011; Tseng, 2011) so, when people have less freedom to use their money due to loan 
repayments (unfreedom), this will impact on their financial capability. The use of NILS loan for new 
items potentially amplifies unfreedoms because people are not able to borrow to purchase a used item 
that is still of good quality which may require only a fraction of the cost of a new item. People may 
also purchase a bigger item than what they originally require to qualify for the maximum loan amount. 
In both scenarios, people will need a bigger loan. The implication of a bigger loan is that people will 
have less future income due to either a bigger repayment amount or a longer timeframe to repay the 
higher loan. Thus Tseng (2011, p. 108) likens microcredit, from the point of view of Sen’s Capability 
Approach, to a double-edged sword. 
 
Several studies reported that poor households often tend to borrow from multiple sources (Chen et 
al., 2010; Collins et al., 2009). Recipients may be borrowing from microfinance, accessing a 
Centrelink advance, using rental schemes or other so-called “interest-free deals” that charge monthly 
fees or administration charges. Multiple borrowings may mean people end up borrowing amounts 
beyond their means, exceeding their repayment capacity (Chen et al., 2010) and causing them future 
financial worries. When this happens, microfinance can become a poverty trap in itself as argued by 
several scholars, among them, Banerjee (2013), Bateman and Chang (2012) and Karnani (2011). 
Thus, while it is important that NILS provides the freedom for people to achieve their functionings, 
it is equally important that it does not unintentionally create unfreedoms in the future.  
 
Having the ability to save is the main limitation of the matched savings program in facilitating 
people’s capacity to achieve financial capability. As the recipients who were recruited into the 
matched savings programs were people who had a higher income and had the ability to save, this 
implies that these are not the people who actually need the microfinance programs. Such evidence of 
microfinance benefiting the wealthier household has been documented by Coleman (2006) in regard 
to Thailand and by Dewan and Somanathan (2007) in regard to India. Contrary to the NILS loans, 
the freedom to use the matched fund to achieve a functioning is preceded by the initial unfreedom of 
having to take out the savings amount. Sometimes, the committed savings may not necessarily mean 
better welfare for people due to the loss of money for current consumption. Therefore, caution should 
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be exercised in the matched savings programs in that encouraging people to save may potentially 
cause harm in this way (Ashraf et al., 2006). In such cases, people may forgo their present wellbeing, 
for example, by not having enough nutritious food due to the need to put money into the savings 
program.  
 
8.1.4 The role of financial education in financial capability 
The term financial capability when viewed from recipients’ perspective and workers’ perspective 
carries different meanings. For the recipients, it corresponds to the ability to manage and make ends 
meet on a low income and recipients were proud of this ability. People saw their problem as a lack of 
income and not a lack of financial education. They felt that they were managing their money well. As 
they were managing very well on their low incomes, for example, able to make ends meet and achieve 
a functioning, they did not feel that they were able to make a change or needed to change their money 
management, A NILS recipient (Ivy), said that a wealthier person may not be able to “live on our 
money and manages as well as we do”. For the workers, financial capability was the ability to save 
and there was the assumption that recipients did not save due to their spending mentality, welfare-
dependency, family background and the lack of financial education.  
 
These different meanings conferred on the term “financial capability” were the main reason recipients 
and workers viewed the role of financial education in people’s financial capability differently. 
Supporting Corrie’s (2012) study that microfinance recipients often identified that they had a high 
level of financial skills, recipients  self-assessed that they had good financial knowledge and managed 
their money well. Recipients thought that their financial worries are caused by the various unfreedoms 
in their lives, again agreeing with Corrie (2012) that a lack of income and the high cost of living are 
the reasons people cannot exercise their agency. Recipients’ views were not shared by the workers in 
general as the majority of workers thought that recipients did not know how to manage their finance 
well because they were not saving and thus the importance of financial education to improve people’s 
financial capability must be emphasised. There was also a possibility that recipients were over-
confident in their money management skills given that Australians have been suggested as being 
over-confident in their financial capability (Citi Australia, 2010; Financial Literacy Foundation, 
2007). Overconfidence without financial capability can lead to financial hardship, especially when 
people do not want to admit they do not understand how some financial products work, and until they 
do so, they are unable to make sound financial decisions (Citi Australia, 2010). It was unclear from 
my study if this different naming of the problem by recipients and workers was due to recipients’ 
overconfidence or the lack of understanding of workers of the unfreedoms recipients faced in 
managing their living on a low income. What was clear was that most workers did not seem to respect 
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the money management skills of NILS recipients, but they did appear to respect those of the matched 
savings program recipients –who generally have more capacity to save – and hence are seen as more 
financially capable. This can be a form of oppression practice when workers place lower evaluations 
on NILS recipients’ (who generally have lower incomes and little capability to save) money 
management skills than people who have a higher income (the matched savings recipients who have 
higher incomes and the capacity to save). 
 
8.1.5 The broader contributions of microfinance in people’s lives 
The broader contributions of microfinance seen in this study are concerned mainly with the social 
dimension of living. The broader contributions of microfinance were more obvious among the CALD 
NILS recipients than people who were born in Australia. All the CALD NILS recipients came to 
Australia as refugees. All of them were helped by the community organisations that specialise in 
resettlement services. During the resettlement process, refugees were also offered NILS loans to 
purchase eligible items. These recipients were very positive about NILS’s help in easing their settling-
in process and integration into Australian society. Largely due to the help received from the 
community organisations, refugees learned to trust in the society and were encouraged to reciprocate 
it. The ability to apply for a NILS loan and having the capacity to repay loans enhanced their self-
esteem.  
 
All the NILS recipients had a sense of responsibility towards the NILS program. This is due to the 
NILS emphasis on the social dimension of lending. The “spend-first” model emphasised the loans 
were from a circular fund and loan repayments from recipients would help other people. This aspect 
of lending fosters a sense of collective responsibility and belonging towards the model. When 
recipients develop a sense of responsibility and belonging, they are unlikely to default on the loan. 
This social dimension is manifested in the sense of belonging, responsibility towards the loans, the 
non-default of loans, and reciprocity of trust to other needy community members.  
 
Advantages beyond economic benefits were reported by recipients who had the opportunity to interact 
with one another while participating in the microfinance program. Of the three microfinance 
programs (NILS, AddsUP and Saver Plus), only Saver Plus provides financial education workshops 
where recipients were able to share financial information and ideas, as well as to interact socially 
among people who are in a similar financial situation. In doing so, recipients developed a sense of 
community and an enhanced social network, agreeing with Cabraal (2010) that an opportunity for 
people to interact socially leads to an increased sense of social capital. Moreover, according to 
Cabraal (2010), when people see a connection, it fosters in them a greater sense of belonging and an 
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increased sense of equality. Thus, microfinance can contribute to enhancing social capital, greater 
social inclusion and development of capabilities (Cabraal, 2010) if it also could enhance people’s 
opportunities to socially interact in addition to providing financial services.  
 
8.2 Strengths and limitations of the study 
There are strengths and limitations to the broader study in addition to those that have been discussed 
under research methodology in Section 3.9. The major strength of this research is its use of the 
Capability Approach to contextualise people’s capability to achieve an outcome, such as financial 
inclusion. This is linked to the opportunities and barriers people encountered in their lives as well as 
to an external freedom in form of a microfinance program. Secondly, this study is able to challenge 
the current understanding of financial inclusion. In the literature, the extent of financial inclusion is 
largely measured by the number of financial products people have access to. Challenging this view, 
this study explores the necessity of integrating people’s financial capability into consideration in 
financial inclusion, in addition to people’s access to financial products. The third strength of this 
research is that this study examines people’s capability to achieve an outcome after a development 
program from the experiences of both the programs’ beneficiaries as well as the frontline workers. 
The divergent views of recipients and their workers suggest that at times, the problems perceived by 
the policy-makers may not be the real problems faced by the beneficiaries of the development 
programs. With this knowledge generated by data, this study is able to provide an account of 
misinterpretation between policy-makers and policy’s beneficiaries and adds knowledge to the 
“What’s the Problem Represented to be?” (WPR) approach suggested by (Bacchi, 2012). 
 
This research is limited in four ways. Firstly, due to voluntary sampling, the data collected was not 
representative of the microfinance population. There was an under-representation of recipients from 
the Anglo-Australian group but an over-representation of people from the CALD backgrounds 
(particularly of people from a refugee background). Some of the problems faced by the CALD 
recipients were not necessarily faced by people from an Anglo-Australian background, such as social 
contracts in the form of overseas remittances. Secondly, while this research put equal emphasis on 
recruiting a similar number of recipients from the “spend-first” and “save-first” microfinance models, 
due to the difficulty encountered in recruiting the “save-first” recipients (discussed in Section 3.3), 
this led to the inability to adequately present their voices. Thirdly, this research has a limited 
transferability given that it was qualitative in nature. However, the contextualisation of this study 
within the Capability Approach framework where people’s functionings, capabilities, unfreedoms 
and agency are operationalised might be applicable to other development studies. Finally, this 
research is limited in the way research data was collected. As discussed in Section 3.4, conducting 
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interviews in English, given that English is not the first language of both the researcher and the 
recipients potentially limited the richness of some interviews, in particular, interviews that were 
conducted with the help of interpreters and translators (family members). Moreover, with English not 
being the first language, the majority of recipients from refugee backgrounds were unable to elaborate 
and expand on the open-ended questions used in the semi-structured interviews. Hence, at times the 
depth and richness of responses were compromised with the use of a range of prompts from the 
researcher.  
 
8.3 Policy implications 
The findings of the study suggest some policy recommendations regarding the operation of 
microfinance in Australia. Firstly, findings from the study revealed that it will be useful for 
microfinance to engage more in facilitating the sharing of people’s experiences. People from Saver 
Plus spoke about their experiences with the financial education classes where they saw that they could 
contribute to each other’s wellbeing by sharing financial ideas. All Saver Plus recipients had spoken 
highly of these workshops that provide them with an opportunity to participate actively towards their 
own learning. Active participation results in a better relationship between the community provider 
and the participants and others in the programs which in turn facilitate better outcomes (Mende & 
Doorn, 2015). NILS recipients also spoke about their positive experiences where they find a place to 
belong (with NILS loans providers) and take steps to ensure its continuity. Lathouras (2010) had 
documented a community-driven group process (a six-week budgeting course, Living Well on Less) 
and found the collective wisdom of the group was powerful because participants were already living 
on low incomes and they were best placed to share their ideas on how to survive and thrive on a low 
income. During these classes, participants themselves did most of the educating, unlike regular 
community education approach where the teacher is seen as the expert imparting specific financial 
knowledge. In the savings and loans circles, people who are in similar financial situation support each 
other’s efforts through money co-operative. This “bottom-up” approach is reported to be a more 
sustainable form of community development than government-funded initiative (such as current 
microfinance programs) which often is seen as a type of “welfare social service”. The dangers of only 
doing unsustainable social service work (where resources for the program and worker always have to 
be there for the service to operate) had been reported by Lathouras (2010). Thus if microfinance can 
engage in more group sessions where people of similar financial situations gather to share their 
financial ideas, it can be a powerful development tool to foster social inclusion as well as financial 
inclusion.  
 
 174 
 
Secondly, there needs to be more thinking and understanding as to what causes the discrepancy in 
views between recipients and workers as each named the problems differently, made different 
assumptions and posed largely different solutions to those problems. This discrepancy implies that 
these microfinance and financial inclusion policies may have been designed based on “implicit 
representations of what is considered to be the ‘problem’ (‘problem representations’)” (Bacchi, 2012, 
p. 21). The problem that is perceived by the policy makers may not be the real problem faced by the 
beneficiaries of the policies. The majority of workers thought that financial education is needed to 
improve people’s financial capability, implying that a lack of financial education prevents people 
from becoming more financially capable while the recipients  thought that a myriad of structural 
unfreedoms inhibited their financially capability. This misrepresentation of policies also implies that 
workers may have good intentions based on what they thought was problematic (the lack of financial 
education) and thus they wanted to realise the full potential of recipients based on what the workers 
thought needed to change (better money management). Hence for these policies to achieve optimal 
outcomes, microfinance and financial inclusion policies should be read “with an eye to discerning 
how the ‘problem’ is represented within them and to subject this problem representation to critical 
scrutiny” (Bacchi, 2012, p. 21).  
 
Thirdly, as with Ngiem’s (2007) suggestion of using an integrated approach for microfinance in 
poverty reduction, there also needs to be an integrated approach in microfinance to address the 
financial exclusion of people. As this research showed, various microfinance programs made different 
contributions towards people’s financial inclusion. Therefore there needs to be an integrated approach 
requiring coordination between one microfinance program and another, with other development 
programs (for example community education programs and other community development anti-
poverty activities), and with the banks. Microfinance will need to work more closely with various 
stakeholders such as financial institutions, policy-makers, and service providers to overcome as many 
unfreedoms as possible if people are to achieve financial inclusion. Presently, microfinance is only 
able to provide a freedom in the form of a small loan or a small financial resource (matched fund of 
up to $500). Such assistance is not sufficient to move people upward on the financial capability 
continuum to become fully financially included and financially resilient (Muir et al., 2016). It would 
require a structural change, for example, in the broader financial system on how to make financial 
markets work better for the poor (Ledgerwood et al., 2013).  
 
Fourthly, financial inclusion could be more clearly defined as there is a lack of a universally accepted 
financial inclusion measurement framework (Shanmugalingam, 2012). At present, financial inclusion 
is defined as the number of mainstream financial products a person has and this does not take into 
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consideration that a lack of financial capability is a cause for financial exclusion. There should be a 
definition incorporating the two key elements of financial access and financial capability. Currently, 
the “spend-first” program emphasises financial access or the lending aspect (or microcredit) of 
microfinance whereas the “save-first” programs place high importance on the ability to save 
(microsavings), or the financial capability aspect of microfinance.  
 
Finally, while there are contributions made by microfinance to people’s financial inclusion, there are 
other factors that are significant determinants in people’s lives in this area. Therefore, in looking at 
financial inclusion, future policy should also examine factors that enable or constrain people’s 
capability such as people’s external environment, internal abilities and their goals and values. 
Bowman et al. (2017, p. 18) suggests using social dimension as the primary unit of analysis for 
financial wellbeing policy design “within which individual characteristics are then analysed, and 
policies proposed”. Financial inclusion should be a process of providing financial access and 
enhancing people’s capability, centred on what people want in a financial system that will support 
the accessibility of affordable financial products thereby enables their optimal usage by removing or 
minimising people’s unfreedoms. 
 
8.4 Contribution to knowledge 
This study contributes to knowledge in several areas. Firstly, it is a new way to look at people’s 
financial inclusion – in terms of financial access and financial capability. Rather than using people’s 
financial access to several financial products and services, a more comprehensive definition of 
financial inclusion should consider people’s financial capability in terms of their capability to achieve 
their functionings, agency, and freedom in people’s environment.  
 
Secondly, using the Capability Approach as the underpinning theory helps to examine people’s ability 
to achieve financial inclusion by situating their capability from the opportunities and barriers they 
encountered in their lives. Therefore, even though this study is not a poverty study, it has contributed 
to understanding how people on low incomes manage their everyday living in terms of the 
opportunities and barriers they encounter and how they cope with these. In particular, this study 
contributes to the existing understanding of an under-represented group (migrants), and revealed that 
this group consisted of people who were very capable of turning barriers into opportunities. 
 
Thirdly, this study highlighted that a development program such as microfinance should not work in 
isolation. Financial inclusion should be linked to other factors in people’s lives. Greater financial 
inclusion requires addressing constraints people face in their lives if they are to  take advantage of 
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opportunities in the financial system (Ledgerwood et al., 2013). These opportunities and barriers 
influence people’s capability to utilise microfinance to achieve financial inclusion. In addition to 
provision of an external freedom in people’s external environment, microfinance has to consider the 
structural barriers people face in exercising their agency. 
 
Fourthly, this study contributes knowledge in that it was not sponsored or funded by a financial 
institution or industry group. At the present, the bulk of microfinance studies worldwide and in 
Australia are funded by microfinance providers or funders, leading Duflo et al. (2013) to question the 
validity and possible selection bias that weakened the existing microfinance studies’ 
representativeness methodologically. Currently, microfinance participants’ data remains under the 
respective microfinance program. This complicates research for the betterment of the microfinance 
area in Australia, for example, this study was not able to obtain Saver Plus information even though 
a request had been made to SPNO.  To benefit policy in general, the use of administrative data from 
respective microfinance providers should be accessible for research purposes.  
 
Finally, from the difference in views of workers and recipients on a development program, this study 
provides evidence that problems are often misrepresented. At times, the problem that is perceived by 
the policy-makers may not be the real problem faced by the beneficiaries of the policies. The findings 
from this study help to better understand policy by “probing the unexamined assumptions and deep-
seated conceptual logics within implicit problem representations” (Bacchi, 2012, p. 22), because at 
times, a particular government policy might not be the best solution. Instead, policies may be the 
cause of problems “with particular meanings that affect what gets done and not done, and how people 
live their lives” (Bacchi, 2012, p. 22). Hence, this study adds to the understanding of the WPR 
approach which proposes that at times, a development program may be formulated based on an 
assumed problem which may or may not be in tune with the real problem faced by the beneficiaries 
of the development program. 
 
8.5 Suggestion for future research 
Due to the general lack of empirical studies in the microfinance area, more rigorous and robust 
microfinance studies in the future would be able to shed lights especially in a developed country like 
Australia. This study has provided insights on microfinance’s contributions to people’s financial 
inclusion in the Australian context. The combination of the qualitative approach used in this study 
and the Capability Approach gives an overall picture of the interplay between the broader societal 
contexts that influence people’s capabilities and people’s agency in achieving financial inclusion and 
the contributions of microfinance to this. This research only looked at three microfinance programs 
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grouped under two models. The sample for this study was not representative, with an over-
representation of CALD. Future research could examine the interplay of the life trajectories of 
different groups, for example, women, CALD, and Indigenous group on financial inclusion. Future 
research could also include microfinance recipients from other programs, such as those programs that 
charge a low interest, for example, Progress Loans and StepUP loans and examine their role in 
financial inclusion. Future research can also look into conducting comparative study on the financial 
inclusion of microfinance recipients and non-microfinance recipients. These non-microfinance 
recipients may be people on low incomes who are equally at risk of financial exclusion but are 
ineligible for a microfinance program due to the eligibility criteria of the program.  
 
As a country’s financial system must be able to support the accessibility of affordable financial 
products to its people as well as promoting their optimal usage (Shanmugalingam, 2012), future 
research can look at the role of financial institutions in enabling financial inclusion from the 
recipients’ perspectives. Currently, these studies are limited to surveys on the level of financial 
inclusion by measuring the number of financial products people have but not on how people thought 
the banks can support the optimal usage of these products.  
 
Future research can combine the qualitative approach with a quantitative approach to provide better 
insight into the role of microfinance in financial inclusion. The two approaches can complement each 
other, for instance, the findings of this qualitative study can guide a larger quantitative study and 
provide insight to frame survey questions using existing financial capability scores developed in 
Australia and worldwide, for example by Corrie (2012), Kempson (2009), Lusardi (2011), O'Donnell 
and Keeney (2009), OECD International Network on Financial Education (2011), and Yoong et al. 
(2013). 
 
This study was a cross-sectional study, but a longitudinal study would be beneficial, for example, in 
examining life trajectories and their impact on people’s money management strategies. A longitudinal 
study can provide valuable insights, for example, by charting the progression of recipients from NILS 
to AddsUP, or from using NILS as a savings in reverse to savings for a future as in AddsUP. This 
will track recipients’ progression along the financial capability continuum.  
 
8.6 Conclusion 
This study explored the experience of people on low incomes who had received assistance for 
microfinance programs to examine the contributions and limitations of these programs to their 
financial inclusion in terms of their capability to achieve financial access and financial capability. 
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The sample for the study was people on low incomes who had participated in a microfinance program. 
Some had a disability, some experienced age as a barrier, and there was an over-representation of the 
CALD recipients, in particular, the CALD recipients from a refugee background. The findings show 
that even though microfinance contributes to people’s capability to achieve financial inclusion, there 
are limitations mainly due to the lack of understanding of the opportunities and barriers people 
encountered in managing their living as well as the imposition of eligibility criteria for these 
microfinance programs. The Capability Approach provides a useful lens to understand people’s 
functionings, capability, freedoms, and agency. By adopting this perspective, this study has identified 
the interaction of people’s individual abilities, external environment and goals and values that shaped 
their opportunities and barriers which in turn influence their capability to achieve financial inclusion.  
 
There is a gap in the current definition of financial inclusion that emphasises financial access that has 
not caught up with the increased importance of financial capability in the current economic situation. 
The use of a microfinance loan such as NILS for smoothing people’s incomes is an indicator of the 
rising cost of living relative to income but this microfinance initiative alone would not provide 
sufficient support for people to move up the financial capability continuum if other unfreedoms are 
not removed. Contrary to the workers’ views, despite being on a low income, this group of 
microfinance recipients are good money managers who demonstrate a range of skills in getting their 
financial needs met, for example, using a NILS loan as a savings in reverse and an interest-free credit 
to smooth their live without having the need to use exploitive credit to make ends meet. The CALD 
women of a refugee background displayed agency in overcoming various constraints by creating 
employment niches for themselves. Generally the workers did not explore the complexity of how 
recipients make ends meet on low income but assumed that people used their income inappropriately 
due to a lack of financial education. The incongruity between workers’ and recipients’ views is useful 
for guiding policy developments and points to the need for more careful thinking and conversations 
between the providers of the freedom (microfinance) and the beneficiaries of freedom (people on low 
incomes). Together, these findings provide evidence and contribute to knowledge and theory to 
inform community organistaions, funders, and policymakers on a better way to employ microfinance 
as a development tool to bring about financial inclusion for people on low incomes.  
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Appendix 1: List of community organisations contacted 
 
1. Not-for-profit organisations  
Meals on Wheels, Aunties and Uncles Queensland, Youths Without Borders, 139 club, Youth 
Safe, Alara Inc, Alzeimers Organisation, Larkin tribe, AOSNAT, Australasian Order of Old 
Bastards, CEO Challenge Australia, Australian Association of Social Workers, Acro 
Accounting and Financial Planning, Lifelong Learning Council Queensland, Speaking Up for 
you (SUFY) Inc, Queensland Council of Social Service, Micah projects, Caxton Legal Centre 
Inc, Queensland Conservation, Hand in Hand community projects Pine Rivers, Youth Affairs 
Network Queensland, Red Cross, Helping Hands Network, Drug Awareness Rehabilitation 
and Management, Foodbank Queensland, Police-Citizens Youth Club Crestmead, Home 
Assist Secure 
2. Community organisations  
Relationships Australia Queensland, Communify Organisation, Endeavour Foundation, 
Compass housing, Association of Residential Cleaning Services International, ADRA Logan, 
Amnesty Organisation, Manly Drug Education and Counselling Centre, St Vincent de Paul 
Queensland, Peakcare Queensland Inc, Centacare, Suncoast Care, Ozcare, YFS Logan, 
Foresters Community Finance, Kyabra Community Association, Wesley Mission Australia, 
Multilink Community Services Inc,  
3. Neighbourhood and community centres  
Kurilpa Community Centre West End, Brook RED Centre West End, Logan Women’s Health 
and Wellbeing Centre, Logan East Community Neighbourhood Association, Kingston East 
Neighbourhood Group Inc, Inala Community House, Beenleigh District Community 
Development Association Inc, Beenleigh Neighbourhood Centre, Miraa House, East Brisbane 
Community Centre, Loganlea Community Centre  
4. Indigenous and multicultural groups 
Ethnic Communities Council of Queensland Ltd, Multicultural Community Centre Brisbane, 
National Council of Jewish Women of Australia, Inala Wanggara, Multicultural Development 
Association, Irish Australian Support Association, African Community Foundation Australia, 
AusCongo network 
5. Religious groups 
Anglican Church Logan, Campus Crusade for Christ International, At the Ark Christian 
Group, Buddhist Council, Greek Orthodox Community of St George, Anglican Church of 
Australia, Islamic Womens Association of Queensland, Noah Ark 
 
 195 
 
6. Employment services providers  
First Service Inc, Boystown employment service, Multicultural Youth Empowerment 
Strategies Inc, Grow Support Inc, Inala Youth Service, Careers Keys  
7. Financial counsellor 
Financial Counselling Australia, Queensland and Financial Counsellor Association  
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Appendix 2: Modification to NILS interview guide  
 
Initial Instrument Amended Instrument 
How did you find out about the NILS 
loans? 
Why did you take up a NILS loan? 
What was your experience with 
NILS? 
How did you find out about the NILS loans? What is 
your experience with NILS? Why did you take up a 
NILS loan? What do you think NILS could do better? 
 
Can you please share with me a 
situation where you think you manage 
your finance really well? (what hints 
do you have for others?) 
Can you please share with me a situation where you 
think you manage your finance really well? (What 
hints do you have for others? Do you look out for 
deals, offers, sales etc? 
 
Are you able to tell me a situation 
where you are less happy with the 
way you manage your money?  
 
Can you share with me a situation where you are less 
happy with the way you manage your money? (How 
did you organise your money every fortnight? Do you 
know how much money you have at the bank? Using 
a credit card or payday lender/any money left over 
after necessary items?)  
Has taking up a NILS changed ways 
on how you manage money?  
 
Now that you have finished repaying a NILS loan, do 
you do things differently now compared to before your 
NILS loan? (Has taken up a NILS loan changed ways 
on how you manage money? Has NILS make it better? 
What skills you learn during the loan interview? 
Questions they asked during the loan interview? Was 
the money conversation with them helpful? After you 
finished repaying the NILS loan, do you still allocate 
the same amount every fortnight for savings? Have 
you heard of AddsUp? ) 
Is there any particular type if financial 
information that you wish to receive? 
What do you think of the financial information in the 
market nowadays? (Is there any particular type if 
financial information that you wish to receive?) 
How do you feel about money? 
 
How do you feel about money? (How do you plan for 
unexpected big expenses? How do you plan for your 
future?)  
Would you recommend the NILS to 
others? (what make you say that?/tell 
me about that?) 
Would you recommend the NILS to others? (What 
make you say that?) 
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Appendix 3: NILS interview guide 
 
Project title: Successes and Limitations of Microfinance in Addressing Financial Exclusion in SE 
Queensland. 
 
Step 1: Introduction 
a. Meeting with participant and explaining who am I and why I am conducting the study 
b. Explaining the research process, the participation information sheet, the use of audio tape 
and seeking consent 
c. General information about the interview, e.g.  
Date: 
Time of interview: Start at ………………  
Time of interview: Finish at ……………..  
Venue of interview: ……………………… 
Participant Pseudonym: ………………….. 
 
Questions 
1. How did you find out about the NILS loans? What is your experience with NILS? Why did 
you take up a NILS loan? What do you think NILS could do better? 
2. Can you please share with me a situation where you think you manage your finance really 
well? (What hints do you have for others? Do you look out for deals, offers, sales etc? 
3. Can you share with me a situation where you are less happy with the way you manage your 
money? (How did you organise your money every fortnight? Do you know how much 
money you have at the bank? Using a credit card or payday lender/any money left over after 
necessary items?)  
4. Now that you have finished repaying a NILS loan, do you do things differently now 
compared to before your NILS loan? (Has taken up a NILS loan changed ways on how you 
manage money? Has NILS make it better? What skills you learn during the loan interview? 
Questions they asked during the loan interview? Was the money conversation with them 
helpful? After you finished repaying the NILS loan, do you still allocate the same amount 
every fortnight for savings? Have you heard of AddsUp? ) 
5. How do you feel about money? (How do you plan for unexpected big expenses? How do 
you plan for your future?)  
6. What do you think of the financial information in the market nowadays? (Is there any 
particular type if financial information that you wish to receive?) 
7. Would you recommend the NILS to others? (What make you say that?) 
 
Personal Information 
a. Can you please tell me your age?  
b. May I know your main source of income, and roughly how much per fortnight? 
c. Do you identify yourself as from Indigenous and Torres Straits Islander origin? 
d. What is the main language you speak at home? 
e. What is your family structure? (like partner, children/ dependent, other source of 
support) 
f. What is the highest level of education? 
g. What is your employment history? 
h. Do you want to add some other comments? 
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Appendix 4: Matched savings interview guide  
- What is your source of income? 
- What is your reason for needing the matched savings? 
- What other type of financial assistance have you considered? 
- What attracted you to join the matched savings program? 
- How did you find out about this matched savings program? 
 
Your experience of the matched savings program  
- have you saved before? 
- increase stress because of the need to save? 
- any personal or financial sacrifices made so that you can save during the period? 
- manage to save for the entire 10 months?  
- are you still saving now? why, why not? 
- particular aspect/section that works well? How did these sections help you? 
- budgeting/goalsetting/financial workshops/savings etc 
- overall financial skills? find new information, that you were not aware of before 
participating in the program? Or would not have any idea before the program etc,  
- why /why not ? 
- What other types of opportunities are provided by the program? 
- for you? what about for your family? 
- have these workshops/opportunities been positive one?  
- what particular aspect of the program contribute to this opportunity? 
 
How has participating in matched savings changed ways you manage money?  
- your financial situation after the program?  
- changes in your financial knowledge after the program? 
- level of confidence after the program? 
- sense of control over your finance? 
- any change in money management skills? 
- What sort of changes have been there now in your budget after the program? 
- who manage the budget at home? 
- how do you budget? 
 
What aspect of the program was not helpful? 
- how do you think the program could have been improved overall? 
- what things would you have liked to have seen done differently, or wanted more 
information about? 
 
Situation where you are less happy with the way you manage your money? 
- why? 
- what do you do then? 
- who do you turn to? where you get help? 
- where would you have liked to get help? what services were lacking? 
 
Situation where you think you manage your finance really well?  
- why  
- any tips for others 
 
Can you tell me how the program may have changed your financial outlook/view in life? 
- what aspect of the program generate this outlook? how the program help/does not help in 
changing this financial outlook? 
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- outlook before the program 
- what has changed?  
- what are your main stressor? 
- financial worries? 
- non-financial worries, health, work, etc 
- any control over situation? 
- financial control? 
- life in general? 
Where do you see yourself/and your family financially in 12 months? 5 years? 
- do you feel you have enough resource/money to do these? 
- how? 
 
How would you describe your overall experience with the program? 
- why 
 
Have you ever used other forms of microfinance before? 
- such as NILS 
- AddsUp 
- Choices and opportunities of NILS, AddsUp etc 
 
Attitudes to money 
 
Would you recommend this type of matched savings program to others?  
- why?  
Others 
 
Your information 
- age?  
- main source of income? roughly how much per fortnight? 
- household structure? 
- Indigenous and Torres Straits Islander origin? 
- cultural background?  
- highest level of education attained 
- main language you speak at home? 
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Appendix 5: Workers’ interview guide  
 
1. How does microfinance address needs of people on low incomes? 
- What do you think are the needs of people on low incomes? How does microfinance respond 
to their needs? What type of people appears to benefit from microfinance program? What are 
the main benefits? What type of people would normally struggle with this type of program?  
 
2. What is the importance of responding to immediate needs? 
- Do you think microfinance can be used to respond to immediate needs? Do you think it should 
be used to respond to other needs, for eg, for a debt repayment? What do you think of using 
microfinance for social need, for eg, for a family holiday?  
 
3. What is the importance of having savings? 
- Do you think having some saving is important? Why?  
 
4. What is the importance of having a saving goal in relation to managing money? 
- Do you think having a saving goal is important in relation to managing money? What is your 
opinion if the saving goal is for education? What do you think of saving without specific 
saving goal?  
 
5. What is the importance of financial education in relation to managing money? 
- Where do you think people should learn most about money management skill? Do you think 
financial education is important? Who do you think should provide financial education? What 
are the benefits of offering financial education through the matched savings program? What 
are the benefits of financial education through school? Do you think students should be 
excluded from microfinance program? Why?  
 
6. Financial exclusion is the lack of access to safe and affordable mainstream banking services, in 
what ways do you think microfinance programs help address financial exclusion among participants? 
- How do you think microfinance help address financial exclusion? Is there a particular aspect 
of the program? Are there any barriers to financial inclusion for people on low incomes? What 
are the limitations of microfinance programs?  
 
7. Financial capability a change in financial skills, behaviour and attitude among participants, in what 
ways do you think microfinance programs help build financial capability of participants?  
- What do you think of the loan amount and repayment period of microloan? What do you think 
of the saving amount and saving period of the matched saving program? How do you think 
microfinance program help build financial capability? Is there a particular aspect of the 
program? What is the limitation? What do you think will build financial capability for people 
on lower incomes? Are there any barriers? 
 
8. What is your opinion on these two microfinance models on financial capability development?  
 
1.  
 
2.  
 
 
- What is your opinion on “buy first, pay later’ model on financial capability development? 
What is your opinion on “save first, buy later’ model on financial capability development? 
Are there many microfinance borrowers who go on to participate in AddsUp? What do you 
buy later 
Buy First 
Save first 
pay later 
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think are their reasons for not taking up AddsUp? What do you think are the barrier for people 
to “save first then buy later”?  
 
9. What is your opinion of these findings? 
- My findings suggested that there are some borrowers who used microfinance to buy essential 
household whitegoods but save their money for other thing, for eg, an overseas remittance, 
what do you think of that?  
- Some participants used NILS as an interest-free bank or as alternate savings, do you think this 
will hinder their financial capability development? Do you think microfinance will create 
reliance among participants? 
- Some participants mentioned the matched savings as a bonus and “free money” and did not 
see any improvement in their financial skills and knowledge after the program, what do you 
think of this? 
 
10. Below are the key demographics of participants, how typical do you think this is in relation to the 
program? 
 
Demographics of microfinance participants 
 
 NILS Matched savings 
Age (Min) 44 years of age, wide range  
12 % 25 years and below  
29% 40 years and below  
41% 50years and below  
18% 60 years and above 
44 years of age,  
None below 25 years old,  
None above 60 years old 
Gender 71% female 87% female 
Source of 
income  
59% on benefits All has own wage or partner’s wage 
Household 
income (Min) 
901pf, 64% earns 1000pf and 
below 
1400 pf, no one earns less than 1000pf 
Educational 
level 
65% has high school education and 
lower  
All have diploma and above, 62 % has 
post graduate degree  
Housing type 88% renting 75% live in own residence 
Cultural 
background 
23% Asian, 23% Middle-Eastern  
18% Anglo Australian, 18% 
Indigenous, 18% African 
64% from refugee background  
50% Asian, 38% Anglo- Australian, 
12% from Middle-Eastern background 
None from Indigenous, African or 
refugee background 
Family structure 47% single, 41% partnered with 
dependents  
62% partnered with dependents 
 
- Is there any exception to the typical borrower/participant? What is the range of people you 
have seen during your work? What is a typical microfinance member? Do you think the 
matched savings program should be extended to anyone and not only for people who 
completed NILS? /or have some household income? 
 
Other information 
- How long have you worked in this role?    
- Language spoken at home?  
- Your age? below 20, 20-29, 30-39, 40-49, 50-59, 60-69, over 70 
- Education level?    
- Training for this role? 
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Appendix 6: Participant information sheet (microfinance recipients) 
 
Project title: Successes and Limitations of Microfinance in Addressing Financial Exclusion in SE 
Queensland. 
An Invitation to Participate in an Interview 
My name is Liong-Ing Ling (Lynn) and I am a research student at The University of Queensland, 
Australia with no affiliation to any service providers, government or non-government agencies. I am 
conducting a research on “Successes and Limitations of Microfinance in Addressing Financial 
Exclusion in SE Queensland” This study aims to understand how you understand your ability to 
manage your money after you obtained a NILS loan. Your participation is entirely voluntary.  
 Money is an essential necessity in life. This study seeks to understand how you plan the use of your 
money and the constraints and opportunities you have in managing your money, including the 
opportunities or limitations of microfinance program. The study will also explore what financial 
information you need in today’s complex financial world.  Your contribution on how you view your 
financial capability will provide valuable insights which may help enhance the policy responsiveness 
regarding microfinance in Australia. Thus, your participation and your time are most appreciated. 
It is estimated that the interview will take 30-50 minutes. The researcher will tape record the interview 
at a time and place of your choosing. The information you provide during the interview will not be 
linked to your name and should you refer to names throughout the interview these will be de-identified 
at the time of transcribing to ensure anonymity and confidentiality. Your personal details and taped 
recorded interview will be allocated a number, and this number will not correspond to any person’s 
name. All information and tape recordings will be stored securely on a password protected computer 
and consent forms will be stored in a locked filing cabinet and will only be accessible by the research 
team. 
In recognition of your time you will receive an honorarium of $30 in the form of a gift voucher. You 
have the right to refuse to answer interview questions and you can withdraw from the study at any 
time. If you feel distressed at any time the interview, help and support will be provided. At the 
conclusion of the interview you will be asked whether you would like to discuss any issues raised in 
the interview and I could provide you with the names of agencies that might be helpful to you at this 
time. If you have any other feedback or questions, you can contact my supervisors. Their details are 
below:  
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Professor Jill Wilson 
UnitingCare Professor of Social Policy and Research 
Social Work and Human Services, The University of Queensland, St Lucia, QLD 4072  
Telephone: +617 3365 1254 
Fax: +617 3365 1788 
Email: wilsonj@uq.edu.au  
  
Dr. Lynda Shevellar 
School of Social Science, The University of Queensland, St Lucia, QLD 4072  
Telephone: +61 7 3365 4927 
Fax: +61 3365 1788 
Email: l.shevellar@uq.edu.au  
 
You will be asked if you would like a copy of the summary of the research findings. If you wish to 
receive such information, you need to give me some method of contacting you in approximately six 
months’ time when a summary will be available for distribution to the participants.  
This study adheres to the Guidelines of the ethical review process of The University of Queensland 
and the National Statement on Ethical Conduct in Human Research. Whilst you are free to discuss 
your participation in this study with project staff (contactable on 0449225639), if you would like to 
speak to an officer of the University not involved in the study, you may contact the Ethics Coordinator 
on 3365 3924. 
I sincerely appreciate your participation in this study. 
Liong-Ing LING (Lynn) Mobile: 0449225639 
Email: lionging.ling@uqconnect.edu.au 
Address: School of Social Work and Human Services, The University of Queensland, 
St Lucia,  QLD 4072  
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Appendix 7: Participant information sheet (workers) 
 
Project title: Successes and Limitations of Microfinance in Addressing Financial Exclusion in SE 
Queensland. 
An Invitation to Participate in a Research 
My name is Liong-Ing Ling (Lynn) and I am a PhD student at The University of Queensland, 
Australia. I am not affiliated to any service providers, government or non-government agencies. I am 
conducting a study on “Successes and Limitations of Microfinance in Addressing Financial Exclusion 
in SE Queensland” This study aims to ask practitioners’ opinion on some aspects of the microfinance 
programs that help address financial inclusion and financial capability of participants after a 
microfinance program such as NILS/AddsUP/Saver Plus.  
It is estimated that the interview will take around one hour. The researcher will tape record the 
interview at a time and place of your choosing. The information you provide during the interview 
will not be linked to your name and should you refer to names throughout the interview these will be 
de-identified at the time of transcribing to ensure anonymity and confidentiality. Your personal details 
and taped recorded interview will be allocated a number, and this number will not correspond to any 
person’s name. All information and tape recordings will be stored securely on a password protected 
computer and consent forms will be stored in a locked filing cabinet and will only be accessible by 
the research team. 
Your contribution will provide valuable insights which may help enhance the policy responsiveness 
regarding microfinance in Australia. Thus, your participation and your time are most appreciated. 
In recognition of your time you will receive an honorarium of $30 in the form of a gift voucher. You 
have the right to refuse to answer interview questions and you can withdraw from the study at any 
time. If you feel distressed at any time the interview, help and support will be provided. At the 
conclusion of the interview you will be asked whether you would like to discuss any issues raised in 
the interview and I could provide you with the names of agencies that might be helpful to you at this 
time. If you have any other feedback or questions, you can contact my supervisors. Their details are 
below:  
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Professor Jill Wilson, 
UnitingCare Professor of Social Policy and Research, 
Director of Research,  
School of Nursing, Midwifery and Social Work, 
The University of Queensland, St Lucia, QLD 4072 
Telephone: +617 3365 1254 
Fax: +617 3365 1788 
Email: wilsonj@uq.edu.au  
  
Dr. Lynda Shevellar, 
Lecturer, Community Development,  
School of Social Science,  
The University of Queensland, St Lucia, QLD 4072 
Telephone: +61 7 3365 4927 
Fax: +61 3365 1544 
Email: l.shevellar@uq.edu.au  
 
You will be asked if you would like a copy of the summary of the research findings. If you wish to 
receive such information, you need to give me some method of contacting you in approximately six 
months’ time when a summary will be available for distribution to the participants.  
This study adheres to the Guidelines of the ethical review process of The University of Queensland 
and the National Statement on Ethical Conduct in Human Research. Whilst you are free to discuss 
your participation in this study with project staff (contactable on 0449225639), if you would like to 
speak to an officer of the University not involved in the study, you may contact the Ethics Coordinator 
on 3365 3924. 
I sincerely appreciate your participation in this study. 
 
 
Liong-Ing LING (Lynn)  
Mobile: 0449225639 
Email: lionging.ling@uqconnect.edu.au 
Address: School of Nursing, Midwifery and Social Work,  
The University of Queensland, 
St Lucia,  QLD 4072  
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Appendix 8: Participant consent form 
 
Project title: Successes and Limitations of Microfinance in Addressing Financial Exclusion in SE 
Queensland 
 
 
INTERVIEW CONSENT FORM  
 
 I have read the participant information sheet and I hereby consent to participate in a tape 
recorded interview that will form part of this research project. 
 
 I have been given clear and adequate information about the study, and understand what is 
required of me and this will include an interview of around 60 minutes. 
 
 I understand that my participation is voluntary and I have the right to refuse to answer any or 
all of the questions asked by the researcher and I can withdraw from the study at any time 
without explanation.  
 
 I am aware that all information will be de-identified. 
 
 I understand that all consent forms will be collected and stored separately to the interview 
transcripts to ensure anonymity and confidentiality. 
 
 I understand that the results of the study will form part of an PhD thesis and will be published. 
 
 I understand that all information collected for the study will stored securely and only accessed 
by the research team. 
 
 I understand that none of the information that I provide will be described or portrayed in any 
way that will be identify me in any report on the study. 
 
 I understand I may ask for a summary of results of this study and will provide a mailing 
address if I am interested in these results 
 
 
 
Participant Name ...............................................................................   
 
 
Participant Signature ...............................................  Date ...................... 
 
 
Witness Name ………………………..…………………………………..  
 
 
 
 
 207 
 
Appendix 9: Receipt of gift voucher 
 
 
 
 
 
 
School of Social Work & Human Sciences 
 
 
Receipt of payment 
 
 
I have received a gift voucher for $30 for participating in an interview for the above project. 
 
Name  _________________________________________________________________  
 
Address  _________________________________________________________________  
 
Signature  ___________________________________  Date:  __________________  
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Appendix 10: Excerpt (NVivo nodes)  
 
Recipients  
 
Workers 
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Appendix 11: Excerpt (data summary)  
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Appendix 12: Ethical approvals and amendments 
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